
NEWS ITEM: NOTHING HAS HAPPENED FOR SEVEN YEARS 



Know uliat nuikes ihv coal rai> uu nuv railroads 
moth-eaten l>ef()re tlieir time? 
Sulpliiir, 

It'^ in most coal. It get!^ wet. out ui the open. 
Ami tlien it does its dirty work. 

Now for a eontrai^t: Pirtured are five fn^ppers. 
The four un the left are Aleoa Aluminum. All five 
have i*tood in r*ne exposed location for over seven 
years. Each year we refill llie four right-hand hop- 
pers with nice fre-h vulplnn-Iadrn rnn] ju^t to ^;ee 
what happens. 

And nothing happens to the Alroa Alumimini 



[|tlpper^^, year after year. Railroad exenitives 
please note. 

\ature mattr .Xlnniininri irsi>taiil lo niaav mm- 
rnun sources of industrial corrosion and to the attack 
t\i nuiTiy chemicals commonlv used in the process 
industries. Research has fnade Alumiuuin alloys 
strong* Nature made Aluminum friendly to food, 

Thing that hothers us is why more exet^utive*; don 't 
put this comliination of strength and resistance to 
corrosion to work. It*s a money -saving combination. 
Aluminum Company of America. 2125 Gulf Build- 
ing. Pittsburgh, Pennsylvania, 
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FURNITURE? 'I'lipri-\"i a Fiinl Trurk tcMln [hv JiiIj. If your viin 
is a ifmi-traller, w<* rrctinmu^rui llu- iDl-ineh Cnli-OvtT-Ejiffinu 
Tmi'iiir. Mk unusually Khtjrt wlu-elhjise rt'flurcs tlie tiver-atl 
li^n^th of the trfit'tf>r-trniltT foiubinalion, aiifl pruvkles easy 
h^indliufj^— ^^ven in city tralfir, Choice of 95 or B5 hp V-8 engine. 




NEWSf APERS7 There's a Ford Commerce! Cat Ui do the 
joh. The tlJ-inch I'ick-Up is ideal for tjuk'k, ct'onooiical drliv- 
ery in hoth city and oprn count rjv It offers a lar|rc welded -sire I 
Uody witii many refinements in design and engineering* And 
yoti have your choice of eitlicr 85 or (iO hp V-8 engme. 




LU MBER? There's ,'i Ford Truck io do th** Job, For U>n^ Icnfcths 
of plank and millwrirkt the 158- inch Regular Platform hos 
nnuiiiiaily large load iipacc. In cungestcd areas, the iSt-inch 
C»-0.-E. Flutforni offers liirge load space, ci>ttiUined with the 
unit's ability to turn in a very small radius. 




HOGS? There*s a Ford Truck to do tlie joh. For a few head, 
the 122-ineh One-7^nner Stake is a small truck with Inrge 
load area. For greater numhers, or larger animals, the 131-ineh 
and 15S-mcli Regular Stake Trucks are money-savers. Chassis 
can also be equipped with your own stock racks* 




FLOWERS? There's a Ford V-8 Commercial Car to do the 
Job. For light, door-to-i1f»r>r delivery, you*ll want the eco- 
nomical 112-inch Srdao ]>r!iM ry or PancL Both offer the 
choice of 8^5 or 60 hp \'-.H i ngitie. For heftvier delivery, such 
as potted plants, you may prefer the % or One-Ton Panels* 




EARTH? There's a Ford Ttink In <Im ilit^ job. Famous the 
country over is the Ford V-8 13-l-inch Dijiiip Truck. Mauls 
\ % e 0 h ic yards. Choice of two 1 1 y d ra u I i c hoists — direct i* r 
arm lift. Also the choice of 95 or Ho hp V-H engine. Hugged, 
dependable body, 2-speed axle optional ut extra cost. 



Thkke are just a few of the jobs Ford V-8 Trucks 
and Commercial Ciirs are doing with traditional Ford 
dependability and economy. More tlinn 95% of all 
hauling can now be handled by Ford V-8 units. The 
ID 10 line inelude?{ six wbeelb/ises — 42 body and chassis 
types. Ill the Ford line you can find the exact truck or 
commercial ear built to do mare work^ in l^ss iimt, at 
Jowi*r cost ON voiTR JOB. Arrange with your Ford 
dealer for an actual "on-the*job** test to prove it, 

FOftD MOTOR COMPANY, BmLDERS OF FORD V-8 ANO MERCURY CABS, 

Ftmn trik:k.s, commercial cars, station wagons^ traksit biases 

Dual wlieels, lienvy-duty litirl spnre tlrc?s. aaxillriry sprin{?a (F^hmdnrd 
on Dump Truck J, 2 «fpc?ed axle ;ind uthcr 1*001 Jul eijiiipinent slmwo 
Jiviolsiblc ori repidfir and C-OAL trucks at exlru <'«^rt. Spechil i?^iilp- 
ment also aviiilabte for ^4 anti oae-toimtTs jiiuI eommcfLifd ears. 



rORD V*I TRUCKS 



Nailnn'i Builni^ii H nutiHaNr^ nn VHt 30th cvf crery enonUi the Chambfr of rofliimerre of the t/nki^tl Slaleji. FiiUlfaUrm 
Offlte, WQntiinRtiin, D. C Editor tail, .\iJrcrll«inK utid Clrt^uLdtlDii Oirirvn. UKt II Utiwi, N. \\\, W,i«lilnitt<Mi. D. € 
ttrlptlnrt jirict IS ijU one vtAi; 17 ihrir jfpara; 25 rpnts » ra'" " - . - . 



unii,, UfliJtr the Att ut Miitcli IttTU. rrliiwa In It. a. 
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cales that see 




. . • and keep books! 




• Ti costs money to be inaccurate with "tannage"— 
itnd it costs tnore money to be s-l-o-w» 

In one of the most modern coal preparation plants 
in the world, Eikhorn Coal Company at Wayland, 
Kentucky, you will find a battery of the most modern 
scales in the world handling "tonnage" at high speed- 

These Fairbanks Scales w^ith "elearic eyes" shut 
off flow to hoppers automatically when the pre-set 
weight is obtained, A printed record is made of 
each operation auiomaiically, and an ingenious key- 
ing system enters the tonnage to the credit of the 
miner who mined it. 

FAIRBANKS- 



MORSE 



To make errors in weighing well-nigh impos- 
sible, to fit weighing speedily into the production 
flow, to protect alike the buyer, seller^ and all whom 
weighing affects is the aim of this, the most experi- 
enced and most modern organisation of scale- 
makers. There is a Fairbanks Scale for every weigh- 
ing need. Its facilities and its products are available 
at your cali 

Fairbanks^ Morse & Co,, Department 120, 600 
South Michigan Avenue, Chicago, Illinois. Branches 
and service stations throughout the United States 
and Canada. 
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MAYBE you remember, back 
last fall, when folks were 
asking if the railroads were in 
shape to handle an emergency 
increase in traffic. 

Well, here's the answer. 

Between August and October we 
had the biggest increase in traffic 
ever recorded in so short a stretch 
of time. 



Did we handle it? Snappy's 
the word. That increase was 
handled without congestion, 
delay or a hitch of any kind. 

The fact is— when the railroads 
loaded the peak movement of 
861,000 cars in the week end- 
ing October 21, there was still 



a daily average of 64,299 surplus 
cars in good order and ready for 
duty. 

And remember that the railroads 
that did this job have been through 
ten years of tough sledding. 

All this shows that railroad men 
know their business. It proves 
again that the railroads have the 




rOR $90 



' Staft horn your home cowd now 
on a Grand CirdeTour of che United Stj^res — east 
coaMt west coasts border to border— go by one route, 
return by another — liberal stopovers — for S90 rail- 
road fare in coaches— S 155 in Pullmans <plus $4$ for 
one 0r two p a !(!(e [liters in a lowtfr b^rth}. Get tht' TuJJ 
facts from your i^itkec agent ahout the grc^ate^t travet 
bargain in history ■ 



capacity and the ability to handle 
their job. 

Above all, it spotlights the fact 
that the railroads deserve the 
square deal they ask for— a fair 
break in legislation and regula- 
tion—and the opportunity to earn 
a living. 

This isn*t the first peak load the 
^ railroads have been called on 
to handle. It won't be the last- 
They ought to have a fair 
chance to keep themselves 
ready for any emergency. 

What's needed now is a na- 
tional policy of equal treat- 
ment for all forms of trans- 
portation. 



Associafion oi 



Washington, D. C. 
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// takes a TRUCK ENGINE 
J to Stand the Gaff! 





When ditchei need digging 
no %h$i€% need apply. It's a 
job for he-men, with sea- 
soned heart and muscle 
and with coflouses in the 
right places. T/re $iim€ go€$ 
for hauling! 



A passenger car engine is called on co 
deliver from a joarth to a halj of its full 
power most of the time* The avermge 
heavy-doty TRUCK engine delivers from 
(hrr€- Jour tin to ^// of its power just 
about all of its working time. 

in terms of delivered energy the output 
of a TRUCK engine is perhaps Joartimvs 
as gri'itt per mile of traveJ. If the average 
car is disposed of at 50,000 miles, hun* 
dreds of hard-working trucks should be 
entitJc'd to retirement in a few months* 
time. Nothing could he further from the 
minds of either the byilder or the owner 
of the good truck. 

Thousands of International Trucks 



have traveled upwards of two &r thr^t 
hundrtd thuuuimi mih'K every mile a 
irtick mile. 

The aucotnobile tests many a fine qual* 
ity in an engine, hut the TRUCK puts up 
with a great tieal more/ For more than a 
generation the builders of Internationa] 
Trucks have built ALL* TRUCK trucks— 
and TRUCKS ONLY. This will give you 
some idea as to why men buy more 
heavy-duty Internationals than arty other 
three rnakti comhmed. 

Remember that Inter national sixes 
range from V4-tori to powerful 6 -wheel- 
ers. See any International dealer or Com- 
pany-owned branch. 



INTERNATIONAL HARVESTER COMPANY 



IHO North Michigan Avenue 



(l»CtiHn)RATKO> 



Chicago, Illinois 



INTERNATIONAL TRUCKS 



Shake Hands with 
1^ Our Contributors 

There is reason enough to raise a ques- 
tion when Government abdicates its f unc» 
tions in favor of organized labor in clvU 
cases, hut when national defense is im- 
peded by labor's dicta » it would seem 
that more than simple questioning is in- 
volved. 

Herbert Corey tells how the Army and 
Navy have been hamstrung in obtaining 
needed equipment and in one caae actual- 
ly refused permission to take their own 
property out of an industrial plant mak* 
ing airplane parts while a strike was in 
progress. 

Justin W. Mocklin is First Assistant Com- 
missioner of the United States Patent 
Office whose work has brought him into 
close contact with the development and 
effects of labor saving machinery. His 
case examples add weighty evidence to 
the contention that mass production and 
technological improvenient have im- 
proved the lot of the worker in both wages 
and the number of jobs available. 

R. Von Boskirlc is on the staff of Na- 
tion's Business. His report on the con- 
struction industry is based on comment 
and views expressed by leaders in the in- 
dustry during the National Chamber's 
Construction Conference held in Washing- 
ton last month. 

C* A. Grosser is secretary of the Des 
Moines, Iowa, Bureau of Municipal Re- 
search, He studied the methods employed 
by those American cities which have the 
lowest bonded debts and then worked out 
a plan by which his own city can cut its 
debt in half within a ten year period. 

C, E, Wide 1 1 is traffic manager of the 
Tennessee Products Corporation of Nash- 
ville. His company manufactures and 
ships such products as pig iron, coke and 
insulation material. He writes from the 
viewpoint of a Southerner with practical 
experience in handling a variety of ship- 
ping problems. 

Jolinson Heywaod has been writing for 
Natiuk's Business and other business 
magazines, on management, economic 
and technical subjects since 1919. Among 
the hooka he has written in collaboration 
with others are; "Taking the Guesswork 
Out of Business" and '^Production Plan- 
ning and Cost Accounting.*' 

The Case for Insurance is a specially 
prepared supplement by the staff calling 
attention to the traditional services which 
have been performed by insurance com- 
panies in a political atmosphere of free 
enterprise. Ominous developments in pub- 
lic policy which threaten to curtail or 
break down the insurance company*s use- 
fulness and service to society are pointed 
out as a warning to business men who 
have failed to note the trend toward gov- 
ernmental control of this basic industry. 
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Tht iiimtraitvm it of 4t dymamitmg t>fitrtifi«n m a Sttuihent fnarrf, intHftd Amrrttan Mvtmat 



jjiltas Jin ijiiiijiu IkIi^vo h>t iiirn vvlio kiimv 
ii% whimsy, m will an jfiduMry*^ inhcfciit 
<lanftcn* withh<»ld their lury for men wha 
kn*>w ihe imlii?itn**ii habitn. In ii quarry- where 
sincere cfTarta have hecii midc far years m 
reduct accidents ui workers, Ainerifafi 
Mutual — u'iih mining tnginti*n on its .ft tiff 
0f Mifety consuitants'^t^diH t'.tA In three years 
tile tiian-Eiotrrs Uj%i due lu injuries by 97%. 

When Amcrtcan Mutual first came mu> the 
jjicturc throiif^b wiirkmen's compensalum 
irisunince, it!i erignieef^ notked Jax inethfids 
of safety superv tilon. Opemting men. will* 
iug to promote safctv, hadn't the prtipcr 
irainiri);, Aniencafi Mutu<tl> job was to in- 
stitute an edtiratmniil campaign ei}uij>ping 
supcruiteniierit^ and Uiremcn to retxi^ni^e 
unsafe practices^ ^ppb' corrective measure*. 



DIPIOMAS WITH DIVIDfNOS 

Betau!»c AmciU4^j Muiuar^ t nviuictrii knt*w 
the rriecfiaTUo of industr)' ai well m safety 
priociple^t the campaign wan »uece*shd. As 
an example of their »tnitc^\ they stimulated 
worker*^' interest in accident prevention 
through a firnt aid cfaii^, <onchi(red by an 
Antcrtican Mutual triij^tneer bidding 
an instructfir'fh Lcrtihcate from the 
L\ Bureau of Minc^. Today, al- ^ * ^ 

luost IJOO workens hold U.S. Bureau 
of Mines Ciertihcates in First Aid. 

Each certificate la a token of the 

profits tliis firm receives— throujj^b 
safety cansuliants who know tfie 
[iolicyh*dder*s incJnstry. L<vwer in- 
jiurance Cc>St5 and incrcaseri o|»cTai- 
ingeflictcncy result from safety plan- 



n'm%. \ih\ tl»r i.i'ifi lijvalind, rjmed regu- 
larly by all poli(.yhotdcr«i on prac iu altv all 
lomis of periiiinal and bu^incAS insnrante, 
has saved at legist 20% on premium Ci^tM. 

Head how other firm* ha%'c profited three 
way*> with AnitjJtan Mutual, Write for a 
frcetojiy of "How \ t i.ompaijies Made 
$1/247.29^.96"; addre** Dept. X^, 
14*2 Berkeley Street, B<*ston, Mas*. 



^ set 3 profits with 

American Mutual 



AMERICAN MUTUAL UABRITY INSURANCE COMPANY, H&mt Office: BOSTON, MASS. Bramhts m 55^ r^/ the L&uti fry's Prmcipai Uim 
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MOBC than 40 miiUon tons of Fuel Sallsfac- 
lion roU annually out o( the vasi coal 
fields sorved hy the Norfolk and Western Hail- 
way, With produclion and coal loadings now al 
the highest levels In Ihe history o( tho railroad, 
the Norfo^ and Western conlinuea to handle 
all shipments with efticiency and dispatch. An 
even larger volume of coal tonnage can he 
handled without strain upon ihe Batlway'ti 
aJbundant laciUiiee. 

Fuol Satisfaction-* the unexcelled coal mined 
along the NoHolk and Western Railway — moves 
safely in modern & W, cars, over many miles 
of smooth, heavily ballasted track; drawn by 
powerful locomotives* salequarded by modern^ 
automatic signals, and quided by esrperienccKl 
railroad personnel. Through the Nor (oik and 
Western Railway's coordinated transportation 
service^ an abundant supply of clean, all-pur- 
poio coal — Fuel Satisfaction — is available any- 
where at any time. Specify Fuel Satisladion on 
your next order and get dependable coaU 
proniptly delivered. 

The Norfolk and Weslern maintains a com- 
petent staff of trained fuel experts who will be 
glad to tell you more about (his superior coal 
and to assist in the solution of any fuel prob- 
lem. Just call or write; Coal Traffic Depart- 
ment, Roanoke^ Va., or any of the Railway's 
Coal Bureaus located at the following addresses; 
S3 3 Chamber of Commorce Building, Boston; 
819 Marquetie Building, Chicago? SD4 Dixie 
Terminal Building, Cincinnati: HGl Union Com^ 
merce Building, Cleveland; 1740 Book Building, 
Dotroit; HQS Reynolds Building. Winston-Salem, 
or any representative of the Railway's Freight 
Traffic Department. 




Through the 
EDITOR'S SPECS 



CARHIEE OF FUEL SATISFACTION 



Youth in a fog 

ACCORDING to a poll of young men 
and women conducted by the Y.M.CA.^ 
80 per cent of youth thinks that abil- 
ity is no longer the chief asset in get- 
ting along in the world If this is a 
true reflection, it is nothing less than 
shocking. Because the notion is just 
as fallacious as it would have been 30 
or 100 years ago. 

This feeling that it*s more impor- 
tant to know the right people than to 
know how to do something well has 
been growing all too fast. The psy- 
chology of achievement narrows down 
to the technique of winning friends 
and influencing people* 

The old-fashioned success story of 
the poor boy who endured hardships, 
worked long and hard and finally won 
to the top is sneered at as horse and 
buggy stuff. Success nowadays means 
a meteoric rise resulting from some 
brilliant idea for a radio program, 
movie scenario^ popular song, novel 
or amazing invention. And when an 
ambitious young man fails to **click'* 
with his titanic idea he decides the 
world is against him in a conspiracy 
against merit. 

The youth's elders might persuade 
him to set a longer-range objective 
and work toward it with steadier pa- 
tience but, for a counter influence, 
that is just now the great kindler of 
illusion. This is the carefully culti- 
vated conception that society owes 
certain things to its youth — a new set 
of inalienable rights having nothing 
to do with equality of opportunity. 

Social clubs debate the question, 
"What should government do for 
youth?" In our palmy days the ques- 
tion would have been, "What should 
youth do for government?'* That is 
the contrasting spirit of two ages. 

Youfh out of the fog 

PERHAPS you've been one of those 
who say that Americans have gone 
soft» that they no longer display the 
old-fashioned virtues of initiative and 
guts, A good many symptoms point 
that way, well admit. But for a good 
antidote to that kind of pessimism 
consider the cases of two salesmen 



who were awarded medals by the 
Beata Quota Fraternity last year. 

Jimmie Smith sold insurance in 
Oklahoma City. On the very eve of a 
big drive for business by his com- 
pany he was in an automobile acci- 
dent and his jaw was broken, His doc- 
tor told him that meant going to the 
hospital and being laid up for a spelL 
But Jimmie had plans in mind and 
he went ahead with them, jaw or no 
jaw. He stayed on the job with a brok- 
en jaw for two weeks* closed the busi- 
ness he had lined up, won the contest 
his company was putting on — then 
went to the hospital and had his jaw 
placed in a plaster cast. Foolish, may- 
be, but he did it. 

Runner-up to Jimmie was not so 
spectacular but probably just as hero- 
ic. He had been a successful executive 
until his business failed and threw 
him onto the man market in middle 
age to start all over. The only job he 
could get was that of routeman for a 
laundry on a run-down, unprofitable 
territory. Of course he felt superior 
to the job* His fellow routemen sensed 
it and gave him the cold shoulder. But 
he stuck to the job, made his route 
pay, won the respect of the other men 
and the regard of his employer. Here 
was moral courage and adaptability 
of a high order. 

Look around and you'll find coun- 
terparts of these two men in your 
own community. They are the unsung 
heroes of the age. 

Fiscal rope woiking 

THE PROBLEM is how to cut last 
year's deficit in half and yet spend 
two billions for a new pump priming 
— national defense program. 

Washington fiscal experts explain 
that it is solved — by setting up two 
budgets. Budget A will include all 
* 'normal** expenditures and wOl foe 
only about $2,000,000,000 more than 
expected revenue instead of last year's 
$3,500,000,000 to $4,000,000,000 defi- 
cit. Budget B will be for the extra 
$500,000,000 to prepare the country 
for war and to provide another install- 
ment of the Administration's depres- 
sion remedy. 

The idea doesn't make the budget 
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1 balance but it*s aoraetbing of a bal- 
ancing feat at that. 



WERE LAYING THE 
PIPE THAT SAVES 
k you TAXES 





**\^OU taxpayers own the M ater 
-I lualtii) in this town. Suppose 
you had to replaee all the mnins 
that ha%€ hreii in ser^ iee for 40 
years or more. It wotthi co^l you 
la :k payers a pile €>f money- But 
dou't H orry— your mains are all 
east iron pipe — the pipe you 
don*t need to replace— the pipe 
with a known useful life of 
more l/ian ci renf wry— the pipe 
that iia%e$« you taxes.^^ 
* * * 
^'ater mainfi repre^enl aUout 
one*third of thifi country's 
5*lullioii-dnllar inve*»tnirnl in 
puhlie water supply »yf* terns* 
More than 98*^ of these mains 
are ea»t iron pipe with a fcfioim 
uf^eful life at least douhle the 
esiimnted life of other water 
main mati-riuls. Because the 



la X - sa \ ! ng, t h rou^jli de f erred 
replaeements alone, is enor- 
mfju8« ea»t iron pipe is known 
ati Puhlie Tax Saver No- 1. It is 
the only ferrous melal pipe, 
praetieahle for water* pas and 
fiewer main^^ wliirh rii>*t doe** 
nftl deMroy. Made in diameter** 
from 1 Vi to 84 inches* 




Vnrt*touche€l phntu of a raaf irnn 
Kfifrr main in t^errice for 1U& yt^nrt 
and siitl $aM:ing tfix-dottarit /ur the 
citixenM of SL JUiuiV, .Uo. 



The price of a dole 

*TAN ASY principle nf state ?»over- 



Gaztttc, 

Well may the point I 



^ d in a 



CAST IRON PIPE 

PUBLIC TAX SAVER NO. 1 

THE cm IRON PIPE RESEARCH ASS'Hp T. F/WOLFE. RESEARCH ENGINEER, PEOPLES GAS BLDG.. CHICAGO 



eommanwealth that for more than 
10<« ' ■ ^ 

to I z^' 
thing more llian a zorii* ol irdtMai uii- 
p^Tialiftm, Whether il be located 
North or South of Mason and Dixon's 
line, n*» ' ' ' ' ' a f?tale that 
ifl not that calls on 

the nu 1 lis indigent, to 

maintui . Ls, to pay ils doc- 

tore, to Bupport iLh hospit alf?. to build 
jlB roadB, to fniarantee its farmers a 
living, to pension its agiKi, 

Can any one be I as not to 

see that these bcr ^ all have 

their price ^ Social payments 
are held up in Ohio . . the price 
of federal dominance has not been 
paid. Oregon is threatened with the 
same mf»d!eine if it holds to a state 
labor 'l bill ot ^ble to 

the du in ik The 

benefits of a national tlood relief act 
are refused to Vermont unless it sur- 
renders all state rights to fKmxr devel- 
opment of the rivers to be controlled. 
An Alabama federal aid project for 
higher education is held up until 
something is done about a slate law 
protecting private enterprise against 
gave m m e n t c om pe t i lion . 

If Ihb point be granted, then only 
one question remains. Are the people 
of these once-sovereign states willing 
to surrender their identities and their 
aneient liberties for a mess of security 
pottage ? 

Revenue-milking contest 

NEARLY everybody is concerned 
about interstate tmde barriers— and 
nn wonder. It's a confusing, wasteful 
and uneconomic situation. 

But why hasn't some one examined 
the cause of this customs war between 
the states ? If that were done, we be- 
lieve it would place a large share of 
responsibility on the federal Govern* 
ment* The states are in a mad com- 
petition among themselves and with 
the national Government for sources 
of revenue to finance all the new social 
services they are attempting to ren- 
den The federal Government with its 
myriads of hidden taxes and its revo- 
lutionary ref arm program was an tm- 
wholesome example certain to be imi- 
tated* Taxes on goods and services 
from neighboring states aren't hid- 
den but they have the advantage of 
not being paid directly by the citizens 
of states that levy them* Therefore 
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they lose no votes. And they "protect*' 
the states* revenue producer a from 
outside competition. 

State olficials have watched the 
Government at Washington grabbing 
one after anolher of the best revenue- 
yielders and milking them vigorously. 
They saw what a political all-day 
sucker the social service gag is and 
put it to work. But it costs money 
and they had to exercise their in- 
genuity to invent new ways to tax. 
The result is what Governor Stark of 
Missouri calls a "Balkanized Ameri- 
ca." 

One-way bargaining 

LABOR leaders and social healers 
have yelled themselves hoarse about 
the iniquities of company unions, A 
frequent charge is that, through mem- 
bership of its supervisors^ the com- 
pany dominates these organizations 
and thus sits on both sides of the col- 
lective bargaining table. 

Now the C.LO. is trying to organize 
foremen and supervisors in the Chrys- 
ler plants, **in accordance with the 
provisions of the National Labor Re- 
lations Act;" The company insists 
that this move is part of an effort to 
dictate the complete control of pro- 
duction by the unions as they already 
control employment. They want to sit 
on both sides of the conference table 
and at the head of the table, too- 

Employers might be still more hos- 
pitable and invite these bargainers to 
**sit in** when an operating deficit is 
to be made up. 

Screwy arithmetic 

A W.RA* educational specialist says 
things are pretty bad in Arkansas. 
Arithmetic is no longer taught in its 
public schools, to prevent sharecrop- 
pers from learning how to figure how 
much money is due them at the end of 
the season, she avows. 

We didn't hear about that when we 
were in Arkansas, But here in Wash- 
ington we've heard that a lot of the 
government folks were taught a pe- 
culiar sort of arithmetic* They know 
how to subtract and divide but not 
how to add and multiply. And those 
who know their higher mathematics 
have a strange axiom that the whole 
is greater than the sum of all its parts. 

Platform for consumers 

ARTICLE I of the consumer's bill of 
rights, says Mrs. Sadie Orr Dunbar, 
president of the General Federation 
of Women's Clubs, 'is our desire to 
exercise real freedom of choice in buy- 
ing goods and services/* 

The only way yet devised by which 
the buyer can exercise real freedom 
of choice is the competitive system of 




''An ounce of prevention is worth a 
pound of cure," has proved itself a 
sage saying in Hartford Steam Boiler's 
seventy -two years of safeguarding 
power equipment. Its observance has 
saved industrial-plant owners millions 
of dollars. 

Because Hartford has found that 
lhc> rough inspection of boilers, en- 
gines, turbines, generators, etc^, is 
never so cosily to industry as accidents 
— in physical damage and business 
disruption — more of its energies are 
judiciously devoted to accident pre- 
vention than to any other one phase 
of its business. 



Over 400 specially trained field in- 
spectors, directed by an engineering 
staff whose primary interest is the 
ifitudy of means for preventing power- 
plant accidents, comprise Hartford's 
''front-line defense'' agains^t disaster 
in the establishments of its clients* 

As a result of specialization in a 
work so vital to industry, this Com- 
pany has been chosen to safeguard a 
preponderant part of the nation's in- 
sured power equipment — -and to shop- 
inspect 90% of its indus^trtal- power 
boilers during fabrication. 

• It c^sfs no more #o ptacc your power *pf9nf 
fnsyrofiee with power-ptanf injur^nce spcciatiifsl 
Aik your ogeni or broker tor defoii^. 



THE Hartford Steam Boiler Inspectiok 



AND Insurance Company 
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free enterprise undiluted by all such 
fancies as collectivism, cooperatives, 
cartels and fixed prices. Under free 
competition, the consumer is the mon- 
arch of the markets. Under pure col- 
lectivism, she is just a standee wait- 
ing in line to take what she is given. 
Every step away from free competi- 
lion is a step in the direction of regi- 
mented living, 

William Henry Chamberlln relates 
the pathetic protest of an old woman 
who stood shivering in a long line he- 
fore a cooperative store in Russia. 
The representative of the cooperative 
made eloquent speeches about the 
future electrification of Russia but 
failed to supply the store with kero- 
sene, she said. 

Exit the chef de cuisine 

ONE OF a number of things we've 
never pretended to understand is why 
Americans find the English language 
so inadequate to express the fullness 
of their minds that they must mix it 
with French. Our objection is not to 
French but to any mongrel language, 
such as the linguistic hash on res- 
taurant menus. Most of the sophisti- 
cates who mouth it not only don't 
know French, they haven't mastered 
their own mother tongue. 

These remarks with malice af ore- 
ought explain our joy at reading 
'that the New York State Hotel As- 
sociation is out to deport alien words 
from bills of fare. At its recent an- 
nual banquet in the Hotel Astor iji 
New York City every item of food 
was described in the language of 
Shakespeare and Will Rogers. No it 
la'a or au's were permitted. Vegetable 
soup was not disguised mysteriously 
as potage a legumes and no demi- 
monde sipped dernitasse. 

A bill of fare cluttered up with half- 
breed French is like a book sprinkled 
with French words and phrases un- 
translated. The restaurant operator 
tike the writer has been too ignorant 
or lazy to translate the Gallic terms 
or else used them to parade his sophis- 
>Ation. 
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ount your blessings — of debt 

ATTENTION of the National Re- 

i>urces Planning Board (see "Statis- 
cs on Order/' this department for 
ecember) is invited to a state bai- 
lee sheet for 1936 just issued by the 
ate of New Hampshire. Its rev el a- 
ons should be studied closely by our 
;onomic medicine men. Here are a 
lew of them in brief: 

Buslnes? in New Hampshire was con* 
jcterl fit B net loss of $9,625,000. 

ttUensJ, tun indi vidua 1h. saved tl 3,761,- 
0, but the loss by buslneys added to the 
at€?*ii share of govern ment spending 
than wlp«d this out and left New 



Hampshire as a whole poorer hy $4,000,- 
OOO at the end of the year* 

The cash income received by New 
Hampshire people is being redistributed 
by taxation, but the result is less income 
for both upper and lower grroups. 

The state's big-f^est single liability is its 
share of the national debt. This amount 
—5127.000,000— IS nearly half the total of 
all bonds and notes outstandini: from lo* 
cal and state governmental units in New 
Hampshire. It is three times the demand 
bank deposits in the state and more than 
half of its savings deposits, 

"Share the wealth" is a potent po* 
litical slogan onJy until the people dis- 
cover that it's really debt and poverty 
that are being shared. 

Of cabbages and kings . . , 

THE TREASURY DEPARTMENT 
has turned down an application from 
Sasabe, Ariz., for $500 to erect a new 
post oiRce to replace the present 
shanty. "Take $1,000 or nothing/' was 
the answer. 

SECRETARY MORGENTHAU told 
reporters he was "not worried" about 
further borrowing to cover deficit 
spending. Questioned about the grow- 
ing national debt, now very close to 
the statutory Uniit of $45,000,000,000, I 
he made this cryptic remark : 

We've got to do something if the boy^ 
are going to eat— and the boys are going 
to eat. 

WHEAT GROWERS paid to the Fed- 
eral Crop Insurance Corporation 6,- 
759,000 bushels of wheat as premiums 
to insure last year*s crop. One-fourlh 
of those insured received 9.461,000 
bushels as indemnity for failure to 
reach their insured yields. The reserve 
is thus a minus 2J00.OOO bushels. A 
matter for the Appropriation Com- 
mittees in Congress. 

!ron Age reports that a pamphlet 
entitled "Major Characteristics of the 
Steel Industry," prepared for the 
T,N,E.C. steel hearing by the Depart- 
ment of Justice, contained more than 
200 errors of fact. 

THE CLEVELAND Relief Commis- 
sion warned 2.000 automobile owners 
among Cleveland relief clients that I 
they would be required to turn in 
their licenses, 

A MEMBER of the Cleveland Indians 
Baseball team who earned $10,000 last 
season but has no job in winter has ' 
applied for Social Security unemploy- 
ment compensation of $15 a week. 

AN OFFICIAL opinion written for 
the Wage- Hour Administration holds 
that the law does not limit football 
writers from working more than five 
days a week. 

THE WAGE-HOUR Administration 
is making a careful study to deter- 
mine whether or not the harvesting of 
Christmas trees, mistletoe and holly 
is seasonal work. 
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S GET R 100 LOAN 

I If YOU CAN PAY BACK 

I »6.41 A MONTH 

You have probably seen the above adver- 
tisement in your local newspaper. It was not 
written for you although occasionally an 
executive do^s borrow at Household. \bu 
can easily get bank credit when you need a 
loan to meet an emergency* But it is not so 
easy for the \vage-earner» ^Mien the clerk or 
shop worker in your plant needs extra funds 
—to pay for a long illness or serious accident, 
for instance— he has to borrow elsewhere. 

But where? From your company? It s 
probably against company policy. From a 
bank? Banks usually require security he 
doesn't own or co-sijjnerB he can't readily 
get. From his friends? Friends need all they 
make for their own e.xpense's. 

Where wage-eorners can borrow 

It is Household Finance *s job to provide 
cash credit to wage -earners. At Household 
the responsible worker can borrow on his 
character and earning ability and repay in 
small monthly installments. Thus he gets 
cash in a lump sum for the emergency and a 
repayment schedule permitting him to clear 
up his indebtf-dness without sacrifice of living 
standards. Last year this plan helped over 
600.000 men and women to get medical and 
dental service, make repairs, keep insurance 
in force, pay taxes— solve money problems 
of man>' kinds. The table below shows typi- 
cal loans and repayment schedules. 
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contijiiutitt^ taU^ t;^^ wJii.'ii; vary b^tg^uly. 





To he!p families avoid unnecessary debt 
Household is conducting an educatkmal 
program in money manayement and be iter 
buymanship. Borrowers learn how lo sa%^e 
on daily purchases and get more out of 
hmited incomes. The booklets used in tliis 
work hav^ been adopted as texts in hun- 
dreds of schools and colleges, 

Wouldn't you like to know more about 
this service for your emplovfea? The cou|x>n 
will bring vovi the siorv svrihmit obHtjatjon. 

HOUSEHOLD FINANCE 

CORPORATION df?d Subsidiaries 

on* of Am«rica*i Imading family financ* ^roitn* 
iidfieni, wirti 7tT bramchvi m \70 cfttvi 

HiH sKlim.Ui I- 1. VAN! K L MHItHIAtitJN. iJ^fJt Nil A 

919 \ Ave . Ihicitnii. Ill 

Mra-.w ivtrud rnr iMJOktrU ^ilwrut f Iimiirlia4<l'« fanilljr 
tTM^ney »crvic% without uhhftaiiun 

City. , -tu\ 




Saved from Silicosis 
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— by the G. T. M/s rubber "windpipe' 




/ 



i 





he dccordion ■ pleated suction hose attached to this stone- 
cutter's chisel is his safeguard agamt silicosis — the choking 
death thai comes from inhaling abrasive dust. It acts as an 
attifcial windpipe, swallowmg the deadly dust before it en- 
dangers bis lungs. Flexible, abrasion- resisting f non* kinking, it 
is specially designed for stonecutting service by the G T, M* 
— Goodyear Technical Man. 
Known as Goodyear Exhaust 



IHE OXIAIESr NAME ^^^^^^^ IN RuatEft 

«ooi|mAR 



Surfacer HosCj, it is widely used today throughout the gran- 
ite industry — because it so long outlasts other types of 
hose equipment used in combating the silicosis peril! Per- 
haps you could save with rubber correctly designed and 
applied by the G. T. M. To consult him^ write Goodyear^ 
Akron^ Ohio, or Los Angeles, California — or phone the 

nearest Goodyear Mechanical 
Rubber Goods Distributor. 
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For 1940: Let's Clear Up the Fog 



KX AT-^AHS the nation, going forward at 

^>reakneck speed, stumbled. If the mishap had 
not occurred at a time when, for 40 years, goods 
had been produced in <iuafitities as never be- 
fore and distributed so widely among the people, 
the Immp would not have l)eeri so painful. Boom 
ime.s and depri*ssions have ill ways been the rule 
ince Time began. Each individual has his days 
f exuberance followed by a let-dow^n; each wild 
night has its morning after. Groups of these same 
jndividuaLs make up a state, w^hirh likewise ex- 
periences mental aufl spiritual ups and downs. 
Both recover from the dumps sooner or later 
and respond with energy and enthusiasm to the 
l>eckoning finger of Hope. The elimb starts again, 
slowly and with caution, becomes faster until 
jMilgment is c>nce more thrown to the winds, and 
another lioom is on. Then the inevitable tumble. 
[ It had occurred 18 times before to the people 
jof the United States. But alwa^'s they had 
tightened their belts, paid the price of misguided 
erdlnisiasm in sacrifice and hard work and had 

I come back. I'his time, after ten years^ — the long- 
jest period in our existence^ — w*e arc no better 
off, and there arv those who believe w^e shall 
never regain the prosj>erity we once enjoyed. 
What does a .sal>er analysis show^ of the course 
e have pursued!^ 
Denied our two chickens in every pot and two 
ars in every garage, w*e became angry and looketl 
bout (or some one other than ourselves to blame, 
''he p<»litieal "outs** were f|uiek to indict the 
'ins" as the villain. This has always bet^n giiod 
hokum; polities takes the ere* lit for prosperity. 
(Kilitics should take the bhinu^ fur depression. 

The *\»uts** convinced us as to what should 
be iUmv. They promised: *"a!i inmiediate and 
drastie reduetion of gtjvernmental exprnst^s . . . 
of not less than "15 |irr rrtit/' a frderal buclget 
annually l>aiane*Hh a s<nmd (*urnMicy; the ""re- 
moval of government fr«)m all tields of private 
entt'rprise.'* 

\\v went to the pnlU ami ovtrw lidnu'ngly ap- 



proved this platform: we chose the hard, tradi- 
tional American way. 

We declared at the same time that we would 
have none of the plan of another party and its 
candidate, Mr, Thomas: ''A federal appropria- 
tion of $5,000,000,000 for immediate relief,*' 
'^another ft?5,00(>,000,000 for public works... slum 
clearance, decent homes for workers/' *'a shorter 
day and week without reduction of w^ages,** 
' free employment agencies/* '^minimum wage 
laws,'* and so on. We repudiated the easy way. 

The two roads are not paralleL As Mr, Ber- 
nard Baruch says, w^e cannot progress while \ve 
are neither one thing nor the other. We flounder, 
lialf-clinging to self-reliance, half*hanging ui>on 
political guidance and sustenance, half-voluntary, 
half-compulsory. 

The traditional free method of exchanging 
{products of hand and brain has been ameniled 
until political boards control almost every step 
of industrial and commercial operation. Change, 
''reform/' uneertainiy of future ehanges, have 
slowed down the machinery of trade. Thousands 
of new rules are promulgated daily; b5;i,OilOJH)t) 
reports w(*rt^ required of Viusiness men last 
year; thousands of federal agents scour the coun- 
try; uncertainty is the only certain rule. 

We may ht>pe anel pray for a speeding up of 
our trading machinery to a point where it will 
again protluce an $80,000,000,000 income. We 
can't have it if political control continues to tie- 
prive management of freedom t*f deeisiijn ;ind 
action. We enjoy the sadistic* pleasure of seeing 
managers on thc^ rack, and at the same tiim^ vn- 
joy the harvest of nuimigement*s accomplish- 
ment. Either one or the otlier. It is the [leopleVs 
ehoiee. 

If we e\pet*t sp**ed ainl hill-elunbing again, 
we'd better elieck the n>ad maj), <*hoo.se the route, 
and make sure the brak(*s ar*Mi't S4*t tiro Imrd 
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There's a SUPER-CITY right across the street! 



Every city in America has been blended into one 
big Super-City right across the street from you. 

Long Distance did it. You can pick up your 
teleplione and reach any point in Super-City 
quicker than you could walk three blocks! 

Super-City is brimming with new business. 
Your telephone will help you find it^^ — help 
you sift the good prospects from the poor ones. 



You can follow up a promising lead in Boston 
or close a profitable order in New^ Orleans — ^all 
in a matter of minutes. 

Whether youVe buying* selling, collecting, or 
delivering^ Long Di^^tance telephone service 
multiplies your ability to get places and get 
things done — in direct, personal discussion willi 
the men who make decisions* 
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Achilles Heel of National Defense 




By HERBERT COREY 



THE GOVERNMENT has per- 
mitted unions to stop production 
of defense materials in perilous 
times — would it let them do the 
same in war time? 

In two recent instances the Ameri- 
can Government has abdicated its func- 
tions in favor of organized labon 

In both instances the national de- 
fense program was impeded. The Gov- 
ernment needed certain articles. In one 
case, the production of planes was with- 
in a few hours of a complete stop. In 
the other, the taxpayer must pay $400.- 
000 more for army trucks than he need 
have paid. It is probable that the Army 
will not be able to get the motor equip- 
ment. In that events the large scale 
maneuvers planned for May and June 
cannot be held. 

No question is here raised of labor's 
loyalty. It will be assumed that labor is 
as loyal as the law or the clergy. But 
there is the inescapable fact. No matter 
how important the fulfillment of a con- 
tract may be to the Government, or 
how grave the emergency, it is possible 
for organized labor to hold up produc- 
tion and suffer no penalty. No man or 
group of men may be penalized for en- 
gaging in a strike or a slow-down pioc- 
ess through which the Government is 
injured. There ia no law. An employer 
might be punished for locking his men 
out under such circumstances. The men 
may walk out at wilL It is apparent 
that a weakness in our political system 
stands revealed. Now that the world 
has gone haywire, the facts should be 
considered. 

Louis Ruthenberg recently presented 
the phase of the situation in an address 
at Evansville, Ind, 

Volumes might be written about the 
handicaps which will be encountered when 
we seriously attempt to mobilise industry 
for purpo&ea of defense. The National La- 
bor Reiations Act and its administration by 
the National Labor Relations Board have 
had Huch dramatic and far-reaching ef- 




The Government has tried friendship — must it now employ 
force to prevent delay of defense measures hy unions? 



feels that amendment and modification 
of enforcement policies probably are im- 
minent. Ab we think about the great pow- 
ers that have been delegated to our nation- 
al administration, let us not overlook the 
fact that the same powe^r which< under 
certain political conditions, arbitrarily re- 
duces hours of labor and increases the 
hourly wage of labor can increase the 
hours and reduce the wage. 

Delay in defense plans 

THE facts in the two cases to be cited 
here — the only cases of injury to the 
national defense prograna as yet re* 
ported — are these: 

The Bohn Aluminum and Brass Cast- 
ing Company of Detroit bad been mak- 
ing 00 per cent of the castings required 



in making airplanes for the Govern- 
ment. The plane building industry had 
been suddenly thrown into high gear 
as a result of the decision of Congress 
to create a great new air force to be 
divided between the Army and the 
Navy. Several companies were also 
building planes for shipment abroad 
on contract, in anticipation of the lift- 
ing of the embargo. Planes were on the 
assembly line in, almost every plane 
factory and were being put together as 
rapidly as possible. Local 208 of the 
United Automobile Workers, affiliated 
with the CJ,0„ called a strike in the 
Bohn plant. 

So far as known the men of Local 208 
had no intention to iaterfere with the 
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progress of the defense program. The 
charge has frequently been made that 
the C.I.O* is partially controlled by 
Communists, but there has been no 
hint that any political factor was op- 
erative in the strike in the Bohn plant. 

(The airplane factories were able to 
^otiBue production for a time with the 
castings on hand or in transit* but the 
end was in sight The Labor Depart- 
ment sent a representative from Wash- 
ington, but under orders to act only 
as a conciliator. He did not emphasis 
the part the Government was being 
forced to play in the dispute or the in- 
ury threatening the airplane program. 



"This is a purely labor matter/* was 
the position taken by the Labor De- 
partment* **Army and Navy keep out/' 

The Army and the Navy did keep 
out at the beginning. The picket lines 
were held taut Officers of the Army 
and Navy were not permitted to go 
through them to consult with officials 
of the plant or to inquire into condi- 
tions within the shop walls. The day 
when airplane production would be 
completely stopped was growing near- 
er. Such a stoppage would put an in- 
definite but considerable number of 
men on the plane assembly lines out of 
work, it would interfere with the Gov- 



ernment's training program and would 
prevent the substitution of the finest 
p^lanes in the world for the murderous 
old crates in which some of the Army 
and Navy pilots still fly* The Navy 
located other plants where the needed 
castings could be made. But the cast- 
ings could not be made without the 
patterns* 

Picketing Navy patterns 

"LET us go through the picket line 
and get out patterns/* said the officers 
of the Navy to the labor leaders. "They 
are our patterns, you know. The Gov- 
ernment owns them* While we are 
about it we might as well pick up the 
castings which have been made before 
the strike was called and which have 
been inspected. That will be fair to 
every one. We are sure you have no 
desire to interfere with the defense pro- 
gram.** 

"You can't go through the picket 
line/' said the officials of Local 208. 
"Nobody can. Nobody can take any 
patterns or castings out of the plant.** 

The officers of the Navy were on 
what is known as a spot. They had 
been specifically warned by the Labor 
Department that this was a purely 
labor dispute and they did not want 
to get into a dispute with Secretary 
Perkins and the labor leaders who 
might see things her way, They re- 
ported the refusal by Local 208 to Act- 
ing Secretary of the Navy Charles Edi- 
son and that gentleman made what i 
titled In diplomacy as a demarche 
Which is to say a step. 

He called the attention of Local 208 
to his department's serious need for 
the materia! owned by the Government. 
Mr. Edison seems to have confined his 
representation to the plight of the Gov- 
ernment aircraft factory at the Phila- 
delphia navy yard. He was refused 
sharply. When these facts came to thd 
ears of Congressman Hoffman of Mich-] 
igan he asked Acting Secretary Edison' 
if they were true as reported and Mr, 
Edison replied at some length. The 
particularly pertinent paragraph fol- 
lows: 

Tbe inspector requested that the CJ.O, 
tiirecLor instruct his representative in 
charge of the picket line at the corpora- 
tion's plant No. 2 to aUow a represcntativ 
*of the Navy Department) to pass throu^ 
the picket line to pick up Govern men 
owned patterns and ship them on a Gov 
ernment bill of lading. The regional direct 
or of the C.I O. sent three representative 
of union local 208 to diacuas the removal 
of the patterns with the Inspector of naval 
material. The uriton rep recent at ive,K were 
given full access to the ftlt^j; of the nav\j 
contracts. At the end of the diiiicusslon^ the 
union representatives stated that, as th 
strike situation stood, their answer w" 
emphaticaily "no**' and that they woul 
not let palterna or castings he remov- 
No furttier action was taken by the Nav^,, 
Department to remove the patterns and^ 
castings. 
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The defoMl of the Navy waa m coni- 
pkte as thai of Admiral Cervera in the 

I Spanish War of half a century ago. 
**No further actioa was taken.*' There 
is a reasonable probabiUty that some 
questions will be asked in Congress 
about this incident, because there is 

I reason to believe that the Army did 

I not share Navy*s defeat at the hands 
of Locat 208. C.I.O, There is no docu- 
mentary or other evidence to support 
this assumption, but it is known that 

I the plane assembly lines were about 
to close down for lack of material, that 
other factories had been found in which 
the castings could be made if they had 
the patterns and that Army needed the 
planes even more than Navy did. At all 
events the patterns were taken through 
the picket line, other factories began to 

I make the castings, and the situation 

I was saved. Navy shared the castings 
with Army and production has gone on 
eacef uUy ever since. 
This incident would have been of 
llittle importance if all the world were 
iat peace- The delay suffered by the 
Government in working out its arm- 
lament plan would then have been ac- 
cepted as a mere inconvenience. It is 
pointed out in responsible 
quarters, however, that the ex- 
ecutive and legislative branch* 
es of the Government consid- 
ered the present emergency so 
grave that hundreds of mil- 
lions of dollars were appropri- 
ated for various construction 
purposes and that the need for 
speed in carrying out this pro- 
gram was repeatedly empha- 
sized. 
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No forced labor 



NO one has suggested that any 
form of Force Bill should be 
enacted, under which workers 
might be compelled to carry on 
at their jobs, no matter liow 
hostile might be their relations 
with their employers. It is re- 
garded as probable, however, 
that a law may be framed as a 
safeguard against injury to the 
defense program during an 
emergency. Such a law might 
assure its rights to labor and 
yet prevent a breakdown in 
production by forbidding 
strikes or slowdowns. 

In the 1939 revision of the 
Industrial Mobilization Plan, 
as prepared by Assistant Sec- 
retajy of War Louis Johnson 
and Assistant Secretary of the 
Navy Charles Edison, the ques- 
tion of dealing with labor is 
delicately handled. This plan 
would not, of course, become 
operative unless Congress put 
it ill the form of law, but it has 
been assumed that its recom- 



mendations will be rolliiwi»(l in the 
main. The plan and its prctU'co^sors 
have been closely followed by Congress 
I h rough the appropriate committees 
and is based on a thorough eonsidera- 
tion of the mess which followed the 
hasty conversion of our industrial ma- 
chinery into wartime production in 
1917, Nowhere in the 1939 plan is there 
a hint that labor will be recruited in 
war except on a voluntary basis ; 

In general peacetime procedure and 
ntpthods shovild bo modified tirily in case 
the results received t herefrom fail to meet 
the lequirement^ of the war* 

There is a plainly stated warning, 
however, that **the exercise of varying 
degrees of government control over es- 
sential raw materials, labor^ power, in- 
dustry, capita! and transportation'* 
may be necessary^ — to assure effective 
support for our armed forces while pro- 
tecting industry and the civilian popu- 
lation from unnecessaiy inconvenience 
and privation. 

The surrender of all individual rights 
in wartime is undesirable, if it can be 
avoided » but the assumption of addi- 
tional individual responsibilities will be 
essential to the efficient coordination 



of a national effort. It should be the 
Government's mission, as stated in 
The Plan, 

la provklfi tho machinery for the t>fllclent 
and I'oUintnri^ distribution of labor to in* 
duistry and agriculture during war by 
main Lai ntng clone cooperative relations be- 
tween the St*IectivG Service, War Labor 
and the War Resources Administration, , , . 
Industries ahouid be ciassKled aa war in- 
tluistritiy and non-war Industries. ... Labor 
requirements should then be determined 
for each of these classes^ with primary 
attention directed toward furnishing ade- 
tiuate HUppUeH of labor for the more im- 
poitant induHlrles, thus keeping the job 
and the worl<er together na far as cir* 
cumstancea permit. 

Labor in warttme 

THE implication that, in wartime, the 
needs of the Government come first and 
those of the individual a bad second 
could not be more plainly stated and 
remain an implication* In fact this was 
demonstrated during the First World 
Wan We were a rich and debtless na- 
tion then, full of scrap and enthusiasm, 
and our industrial affairs were con- 
ducted in something of the spirit of a 
(Continued on page 9SJ 




If organized labor shoutd dose down the plants, the Army 
would not get its trucks in time for summer maneuvers 



Labor Saving Machine 



By JUSTIN MACKLIN 
as told to Duncan I. Hasell 



Ms A CONFIRMED MEMBER of The 
Sidewalk Superiniendenta Club — in good 
standing— I stopped recently to watch 
excavation work for an S8.000.000 office 
building. 

Forty feet below the street level, a blue- 
Hhirted Irbhman was delighting 
of Helf-appointed inspectors by 
manipylalion of a steamshoveL The ma- 
chine bit up a Ion of earth, swung a 90- 
degree arc, and spewed it into a waiting 




Mass productiori of radio part* 
made possible hy technology 



truck. Three moutbfuls filled the truck. 
The Irishman closed the Bcoop and gently 
patted the load into place. The truck drove 
away. The whole operation consumed 
probably three m mutes. 

"It's things like that/' observed a shab^ 
by bystander, "that's keeping 10,000,000 
of UB out of work today." 

A week or so later I was sitting on the 
veranda of a friend's summer home over- 
looking Chesapeake Bay» taking the world 
apart with several Senators and a com* 
missioner of an important government 
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This modern slubbmg machine in a textile pLaot is one of four machines 
that now does work of Slater's weaver 
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Make More Jobs 

THI First Assistant Commissioner, U. S. Patent Office, 
jays that machines are labor's best friends* They 
multiply productivity, increase wages and jobs 





Various indusmes related to rhe automotive lie Id employ far more 
workers than were employed by the horse and buggy group 




In addition to the thousands of workers making automobiles^ some 11,^ 
000^000 make a living in industries dependent upon motor cars 



I liiTf art- Jiiore jobs ior garage 
men than there were for stable hands 



agency. The heat of Washington was for- 
gotten. Iced drinks stood on the table, and 
an altogether peaceful week-end seemed 
in prospect* 

Conversation flowed smootkiy until 
somebody, figuratively and literally, 
tossed in a monkey wrench by mentioning 
''technological unemployment ' 

Now that's a subject on which I have 
some definite views, and, as it turned out^ 
so did my distinguished friends. To a 
man they agreed that BO-called labor- 
saving devices are responsible for most 
of the unemployment we are suffering 
today. The machine, they argued, must 
be shackled and lis production limited 
before men can return to work in appre- 
ciable numbers. 

Machines atid breadlines 

ALL shared the belief that the by-product 
of modern industrial inventions is the 
breadline. This theory is reflected in nu- 
merous proposals to ban the issuance of 
patents for more "labor-saving" devices, 
to curtail the operation of existing ones, 
and to penalize them with taxes. Several 
such measures have been proposed in Con- 
gress. 

But is the machine a monster, devour- 
4ng millions of American wage earners? 
Or is it the primary cause of past high 
employment, and our brightest hope for 
renewed prosperity? 

My answer is that I have yet to find 
one instance where the machine, taken 
over the long pull, has failed to create^ 
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But what happened? 

In 1830, long before the weaving ma 
chine was invented, the English textil 
industr>^ employed some 195,000 pei 
sons, Between 1830 and 1914, a peric 
marked by intense mechanization, tl 
number of English weavers increase 
from 195.000 to 689.000 f 

•*Sure,'' say critics of the machine. 
**but the population increased in ihosc^ 
years.** 

Certainly the population jncrea 
from 23,028,000 in 1830 to 45,221,6] 
in 1914, but, while the population onlj 



This conveyor belt is part of loading machinery in a mechanized 
mine where production has been tremendousLy magnified 





The -'suction frame'* a new machine for handling glass in an industry 
that employs three tjmea as many men as when glass was hand blown 



rather than destroy, jobs in an industry 
as a whole. I base this conclusion on 
more than 25 years of rather intensive 
research. 

Let*s trace the effect of labor saving 
devices on the labor market back to 
early times. Technological argiiments 
probably arose in the time of the 
Pharaohs, or certainly Jong before 
Leonardo da Vinci anticipated so many 
of our modern inventions. But, for the 
earliest definite figures, we must turn 
to the England of 1769* British Gov- 
ernment statistics governing weaving 
— one of the first industries to be mech* 



anized—show that, in 1769, it took 
320 men to weave as much cloth as 
one man could weave in 1840 when 
improved technique was adopted* 
Along in 1855 two enterprising gentle* 
men named Arkwright and Colmanl in- 
vented a crude, but effective, weaving 
machine. As a result one man could 
then weave as much cloth as 700 could 
weave in 1769. 

Dire predictions were made as to the 
fate of the industry. Irate weavers, 
fearing the loss of their jobs, threw 
their wooden shoes into the machines 
and committed other acts of sabotage* 



I ni! reaped employment followed 
improved shoe machinery 



doubled in this period, workers brought 
into the textile industry, as the direct 
result of labor saving machinery, in- 
creased three and a half times* 

The explanation is simple, and it 
holds true for the increased employ- 
ment that almost every technologic; 
development has brought since th; 
time: 

Mochanization l(>vvt'r> c*(St5 diasticali' 
ti^ coiitii ai*i* lowered ^ more ^^ood:* arc ho\ 
anU as more goods? are sold more and mot 
workers are reciuired to tnakr, servict» ni 
diJStrihute Ihem. 

English Government figures sho, 
the same trend in all of their 14 en- 
gineering trades where labor saving 
machinery was most widely employed. 
Between 1871 and 1911, as these trades 
became more and more mechanized, 
workers in them increased 260 per cen 
white the population rose only 13 pei 
cent* 

But we are only historically inter 
ed in England. Let us see what h 
pened over here. 

England, as we have seen, had effer 
live spinning machinery but the Go 
ernment prohibited exports of m 
chines or plans, under penalty of hea\ 
fines and imprisonment. They wanlti 
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to keep U3 dependent on the product of 
their mills. 

Samuel Slater, a young mechanic, 
had worked in an English factory be- 
fore emigrating to America, and liad 
some knowledge of the Arkwright and 
Colmant machine. Ho attempted to re- 
produce the device over here. 

Working by candlelight in the cold 
back room of a tailor's shop at Paw- 
tucket, R. L, young Slater, after many 
Wartbreaking setbacks, finally de- 
veloped a workable mechanical weaver. 
From that modest beginning, America 
climbed to world industrial leadership* 

More machines more workers 

WE have achieved mass production 
and mass consumption to a greater de- 
gree than any other country. We have 
i done this by developing and perfecting 
I industrial inventions and leehnological 
k practices. 

But what bearing has this intensive 
I mechanization of industry had on op- 
iportunities for employment? 

Before considering specific cases, let 
us review American employment as a 
whole since 1870, when we first began 
generally to mechanize our industrial 
technique. 

The population of America^ between 
1870 and 1930, grew more rapidly than 




38:^ persona for every 1,000 of the 
papulation. 

By 1930, after mechanization had 
been developing for 30 years, we had 
398 workers for each 1,000 of popula- 
lion, or a net gain of 15 workers per 
1,000, made in a period of the most in- 
tense technological development this 
country has ever known. 

The following table, compiled from 
United States Census iigureSf shows 
how the percentage of gainfully em- 
ployed has grown steadily as more and 
more labor saving machinery has been 
introduced : 



Peretmtaf/e of PopuhiHou 
Year gainf uUy cmpioytd 



1870 
IBSfl 
1890 
1900 
IBIO 
1920 
1930 



saj 

30,6 
39J 

40-7 



Between 1900, the beginning of our 
Machine Age, and 1930, when mass 
production through labor saving ma- 
chines hit an all time high, we gained 
20,000.000 jobs, while our population 
increased only 47,000»000. We gained 
f Continued on page 86 ) 




Blaming machines for breadtmcs is 
one of today's great fallacies 



that of any other nation* But jobs in- 
crea*ied even faster. While the popula- 
tion rose 218 per cent* the number of 
persons gainfully employed increased 
291 per cenL 

In 1900, when mechanization of in- 
dustry first began seriously to alarm 
labor leaders, we employed — in all lines 
of industry, agriculture, business, pub- 
lic and professional service, domestics 



Since introduction of the continuous mill for mass production of tin 
plate, employment in steel industry increased 2S per cent 



I 



^1 




Electric dough mixers helped lower prices and stimulate demand for 
bread} thus creating more jobs in baking industry 




Curi.«^trttct]un of modem industrtal pkints is expt^^it^^i inLita^c in iiiodist proportions 



Construction Industry's Inventory 



By R. L. VAN B05KIRK 



GN leading members of 
I he const rue lion and related 
industries met at the United 
States Chamber of Commerce 
ConBtruction Conference in 
Washington last month, they 
seemed just as certain of a 
good year in 1940 as they are 
that it will snow in January, 
There was a prevailing opinion 
that there will be no curtail- 
ment—war or no war— in fact, 
many indicators point to a sub- 
stantial increase in nearly all 
forms of construction. 

There is no indication of any 
Ittempt by construction men 
to be pollyannish or tongue-in- 
cheek prophets of prosperity. 
They have been on a desert too 
Jong to be fooled by any beau- 
tiful mirage of mill ion a of con- 
tracts waiting at the horizon's 
edge. But they do feel that 
they are resting securely on an 
oasis, however small it be, and 
chances are good that the end 
of the desert road may not be 
so far ahead. The more opti- 
mistic even suggest that the 
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gloom of the past six year 
may bring on a boom for the 
next* 

All of them are chary of a 
war boom. They know that 
business men as a whole are 
not rushing into a w^ild scram- 
ble for orders from the bellig- 
erenls. Few orders are being 
taken that would involve plant 
expansion— too many fingei^ 
were burned by that kind of 
flare-up after the World War, 
Consequently, construction 
men expect no sudden surge of 
industrial plant expansion or 
mushroom housing projects as 
a result of war orders. They 
expect government building to 
taper off except in the field of 
military projects. Their hopes 
for good business in 1940 are 
based upon a belief that pri- 
vate industry will continue to 
show increased volume and 
that management will see fit to 
expand and modernize its 
..i4n*»f equipment to handle domestic 
Placing cross brace on an elevated highway orders, 

buih to eliminate iraffic congestion (Continued on page 82) 
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How Low Debt Cities 
Get That Way 

By C. A. GROSSER 

UNFORTUNATELY citizens can't rub an 
Aladdin's lamp and reduce local taxes but 
there is a method that gains the same end 



I 



Like an individual, a city which has 
a low debt is a curiosity in these days 
when some circles regard a debt as 
a sign of prosperity. That is, if the 
lucky municipahty also provides all 
the public services citizens normally 
expect. 

Taxpayers who see a substantial 
part of their annual tax gouge go to 
pay off the mortgage on the new high 
school, park» or speedway boulevard, 
raise their heads from their misery 
and inquire: 

*'Tn Keaven^s name, how can we do the 
same thing in our home; town?" 

Yes sir, a few cities have not only 
eaten their cake but have it, too. They 
have provided themselves with neces- 
sary public improvements and also 
have low^ city debts. They have paid 
cash for their civic betteiTOents, May- 
be they haven't quite so many parks, 
?:oos and expensive school buildings 
as the towns which have gotten into 
the habit of issuing bonds as casually 
as they grant a peddler's license. But 
it's a cinch that the taxpayers in these 
low debt towns wouldn't go back to 
heavy bond borrowing again. 

Some of these fortunate municipali- 
ties have much smaller city and school 
tax-supported bonded debts than the 
average for cities of their population 
size, and a few, believe it or not, have 
no city or. school bonded debts at alL 
Also, some of these low debt munici* 
paJities, large and small, have prop- 
erty taxes below the average for cities 
of their size, 

For the benefit of tax-parched and 
debt-emaciated souls in other com- 
munities who seek the Aladdin's lamp 
to cut the debts of their old home 
towns, here is now these fortunate 
cities do it: 

The basic information used here 




Milwaukee favors a pay-as-you-go policy of buying improve- 
ments for the dty. It will have no city debt at all by 1950 



comes from the annual tabulations 
on city bonded debts compiled by the 
Detroit Bureau of Governmental Re- 
search and the United States Census 
Bureau reports on cities' finances. 



Bond 



issues are expensive 



MUNICIPAL debts consist mainly of 
bond issues which run from a few 
to 50 years. They are paid off, usually 
by installment payments as one buys 
a washing-machine, or they come due 
and are paid off in one year by means 
of an accumulated sinking fund — if 
one existSf which is not always so 
frequent. In cities which neglect this 
sinking fund procedure, the city coun- 
cils wake up one cold fiscal morning 
to face the immediate payment of a 
huge bond issue with no way to meet 
it except a murderous increase in tax 
levies which they haven't the nerve 
to authorize. Result — refunding of 
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the issue over the next 20 years with 
interest payments during the entire 
life of the issue which far exceed the 
principal amount. 

Bonded debts are usually classified 
in three groups — those for general 
city purposes such as for a city halK 
park tract or fire equipment; those 
for school buildings, and those for 
municipal utilities such as water 
works, electric light plants or docks. 
The bonds for these municipal util- 
ities are usually paid from earnings 
of these enterprises and so are not 
regarded as a property tax burden. 

For purposes of convenient com- 
parison, the cities are grouped as fol- 
lows : those with more than 500,000 
population r those between 300.000 
and 500.000 population: 100.000 and 
300.000 population; 50,000 and 100,- 
000 population, and 30,000 to 50,000 
population, 

Our first four-star city is Mil- 
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waukce. which has the lowest per 
capita combined city and school bond- 
ed debt of all cities with more than 
500. (K*0 population. Far from depriv- 
ing itself of the usual city improve- 
ments, Milwaukee has a record and 
reputation of having sufficient first* 
class public improvements and ser- 
vices to earn it first place in a number 
of intercity contests. 

Milwaukee has a combined city- 
school per capita bonded debt of $63 
which is about one half the $118 per 
capita average for all cities of more 
than 500,000. In each of its classes 
of debts— city, school, and utility, the 
last not included in this discussion - 
it ranks much lower than the average 
for cities of its size* 

The Wisconsin metropolis has 
achieved its low debt record by carry- 
ing out a carefully-formulated, long- 
time policy. And, like the }>oor but 
honest farm boy who, after years of 
plodding, sees the realization of his 
dream of wealth, Milwaukee city offi- 
cials at last can forecast the wiping 
out of the city*s bonded debl in the 
next ten years. This does not include 
school, county or utility Ixjnds, 

Mayor Dan Hoan predicts that, by 
1943, the city's Debt Amortization 
Fund, which will be described later. 



will be equal to the outstanding city 
bonds and that, by 1950, the entire 
bonded debt will be wiped out. This 
latter forecast is subject to the peril- 
ous uncertainties of any municipal 
future. 

Long-term palicy of economy 

MILWAUKEE'S DEBT record, un- 
equalled by any other large American 
city, has come about as the result of 
several things. 

First, thrifty Milwaukei^ans favor a 
pay-as-you-Ko pohcy of buyini^ city im- 
prov^ments. Proving this tendency, the 
Mayor SRys that about one-ijuaiier of the 
fapiial improvements maiU: by tht* city 
betwt'C!n 1913 and 1932, WL*ro financed 
wilhoijt borrowing, by current revenues 
of various kintlst. 

Second, in 11^23 the state legislature 
authortss^d eslabM^hmer^t of a Bond 
Amortization Fund which, in taxpayers* 
English, means a fund to be used to pay 
off bonds without levying taxes on homei^. 

Beginning with a nest egg of $400.- 
000 in 1923, this fund has been in- 
creased by interest earnings from 
various city funds as well as from its 
own investments, plus misceUaneous 
revenues from other sources, much 
like the members of a family drop 
l>ennies in the china pig on the kitch- 



en shelf. At present the fund exceeds 
SS,000,000 and is growing at the rate 
of about SLOOO.OOO a year. By 1913. 
it is estimated, its total will equal 
the then outstanding bonds* The law 
provides that, when this fund aggre- 
gates three- fourths of the city debt, 
three-fourths of its earnings shall be 
used to pay off old bonds and pay 
for new city betterments. So, when 
the fund soon reaches that point, pay- 
ments of old bonds from real estate 
taxes will be substantially, if ntJt al- 
together, eliminated. 

Then, by lfJ5(K the Mayor believes, 
the entire city debt will be paid off 
and the city will be able to buy all 
necessary improvements as it needs 
them out of this fund and by direct 
tax levy. 

Another thing which has helped 
reduce the city debl is that, between 
1932 and 1936. the city issued no new 
bonds and paid olf $18,000,000 in old 
ones, which is no mean municipal rec- 
ord in itself. 

Exclusive of Washington, D, C, 
which, as the national capital, is in a 
class by itself, Seattle, Wash., has 
the lowest city-school bonded debt of 
cities between 300,000 and 500,000 
population. As compared to an aver- 
f Continued on page 101) 
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Pity the citizens in towns 
that are in the habit of 
issuing bonds as casually 
as peddlers'* licenses 





Freight Rates with a Southern Accent 



By C. E. WIDELL 




Tobacco is a major item 
in southeastern freight 
movements 

Portsmouth, Ohio switch- 
yard, where saulhern cars 
are rerouted to the North 



A TENNESSEE shipper pleads for full deliberation toward 
solution of a difficult problem in the fear that no improvement 
con come from the play of politics and self interest 



r\S CONGRESS gathers for its 1940 
session, the adjustment of interstate 
freight rates remains a matter for ship- 
pei^s, railroads and the Interstate Com- 
merce Commission to work out in each 
case. 

And there it should remain, and 
doubtless will, unless the resentment 
against so-called sectional freight rate 
discriminations finally converts what 
Bhould be a thoughtfully considered 
problem of economics into a test of 
numbers and political strength. We are 
not far from that when action and 
appropriations by southern slates to 
remove "discrimination" are met by 
action and appropriations by northern 
states to preserve the Hiatus quo. 

Unfortunately, it is not hard to per- 
suade people that they are being dis- 
criminated against. Most of us are in- 
clined to feel that way anyhow and, 



if the subject of the feeling happens 
to be freight rates, it is rarely difficult 
to find somewhere in the maze of rates 
all over the country something to sup- 
port the idea. By a judicious selection 
of examples, almost any one can be 
brought to feel that he, his industry, 
his community or his section is being 
discriminated against. 

Out of such feelings have come de- 
mands for rate*making action by Con- 
gress, Fortunately^ the 1939 session 
did not take the steps urged upon it in 
the name of rate equahty. Had it done 
so, we might get "equality" all right, 
but we might also get a rigid and in- 
flexible scheme of rates for the whole 
country, taking no account of the needs 
of commerce and the actual variations 
in conditions. 

Freight rates, by long and accepted 
practice, fall into two general descrip- 
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tions — "class" rates and "commodity^* 
rates. Both are important and both 
move important traffic. The greater 
volume of traffic, however, moves at 
commodity rates. 

Class rates and commodity rates 
have different jobs to do. Originally, 
each little local railroad published only 
its own rates between stations on its 
own lines. Commerce was simple^ and 
no great variety of goods moved on 
any one short line. One early railroad, 
for example, grouped all its published 
rates under five classifications — "heavy 
goods/' "light goods/' "case goods/' 
"logs" and "whisky/* 

Class rates for simplification 

BUT, with the growing complexity of 
commerce, tfie increasing movement of 
freight over more than one railroad 
and the legal requirement of publish- 
ing precise tariffs of rates, it became 
necessary to set up^ some system of 
rates on every article of commerce 
from every station to every other sta- 
tion in the United States. Out of this 
necessity the system of class rates 
grew. 

To show separate rates on just one 
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made uniform but the ratings and t 
rales remained different. 

Rates incorrectly compared 

AFTER a series of extended investig 
lions during the decade of the 1920*s. 
the Inlerslate Commerce Commission 
made gt^nenii readjustments of these 
class rales within and between the va* 
rious lerritories. in the Sout h — the ter 
ritnrj^ with which I am most familiar 
the purpose of the readjustment, which 
became effective in 1928, was to unify 
the varied class rates within the South 
and at the same time to provide joint 
rates between the South and OfTicial 
territory. These rates, as a whole, wer^ 
considerably lower than those previ- 
ously in effect. Similar readjustment 
followed in the East* in the Southwei 
and in Western Trunk Line territories 
But, in the final result, the levels of thr 
clam rates in the various major ter- 




Coal from the Pocahontas region is an 
example of special conditions 



article of commerce from every one of 
the approximately 100,000 freight sta- 
tions in the United States to every 
other one would requk-e a tariff of 
about five billion items. Multiply that 
by the thousands of different articles 
which move in commerce — a number 
which grows almost daily as new^ arti- 
cles are developed— and you begin to 
see why some sort of classification plan 
had to be worked out. 



The basis of the class rates 
system is the Consolidated Class* 
ificalion, a 500- page book listing 
some 15,000 different descriptions 
of groups of articles, ranging 
through the alphabet from "abra- 
sives** to "zirconium/' and assign- 
ing each one of them to a certain classi- 
fication for rate purposes. 

In earlier days there w*ere three sep- 
arate classification volumes, one for the 
eastern territory (commonly called 
**OfRciar' because it was the first to 
adopt and use joint classifications), 
and others for the southern and west- 
ern territories. When these were com- 
bined into the present consolidated 
volume in 1919, the descriptions were 



rilunos remained different, with the 
eastern level lower than that in tin 
South and the West, and lower than 
the level between various territories. 
Because of that, it is commonly said 
that southern and western ^'freight 
rates" are higher than the eastern rates 
by some fixed percentage, usually ar- 
rived at by a simple arithmetical com- 
parison of the rates on first-class 
freight. The South has brought itself 
to believe, and has advertised to the 
world, that its development is being 
blocked because its **fr eight rates'* are 
39 per cent higher than eastern rates. 
But industrial development in the 
South continues. All things considered, 
the South seems to have made more 
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progress along tbat line in these de- 
pression years than has the nation as 
a whole. How could that be if the 
southern industrialist were walled in 
by "barriers*' or ''Chinese walls'' of 
freight rate discrimination, doubly 
handicapped by his greater distance 
^rom the great consuming centers and 
by having to pay 39 per cent higher 
rates over that great distance? 
I The answer is* of course, that it 
simply is not true that southern 
"freight rates" are 39 per cent higher 
than those in the East, Those who per- 
sistently and vehemently insist that 
they are, do no good service to the fur- 
ther industrial development of the 
South. 

Some southern rates are higher than 
eastern. Others are lower, mile for 
mile. Because, as I said a while back, 
there are two different sorts of freight 
rates — class and commodity. Southern 
class rates, and western too, are higher 



logs and pulp wood moving to mills. 
Or it may be to enable some product to 
move long distances to the great north- 
ern markets, as in the case of rates 
on cast brass pipe, coke and lumber 
which are the same as, or lower than, 
the eastern basis — to take but three 
examples, 

On many products, rates within the 
South are lower than the northern 
rates. On many others they are 
no higher, and on no large vol- 
ume of traffic are they as much 
as 39 per cent highen Mere com- 
parisons of first-class rates, 
therefore, do not accurately re- 
flect the whole rate picture, and 
the arithmetical difference be- 
tween these rates does not meas- 
ure the difference between freight 
rate levels as a whole* Neither is 
the average revenue received by 
the railroads for hauling a ton of 
freight one mile an accurate 



region), it was 1.013 cents, and in the 
West 1,040 cents. The Pocahontas re- 
gion, lying between the East and the 
South, is excluded in this comparison 
because it represents a peculiar traffic 
condition, typical of neither East nor 
South. 

This practical uniformity of the ton- 
mile revenues in the various sections 
does not mean that rates are the same, 





Commodity rates on shipments such as this train load of citrus fruit 
would go up if mile-for-mile equality is prescribed 



Carloads of cabbage add variety to the 
composition of southern freight 

North and South, nor does it mean 
that the South has no particular rate 
problems of its own. It has; but, in the 
mmn, the problems are not unlike rate 
problems everywhere. They deal with 
adjustments or relations of rates on 
particular commodities between par- 
ticular points or territories. Even the 
widely known southern Governors' case 
before the Interstate Commerce Com- 
mission dealt with only 14 commodities 
or groups of commodities — not with 
the 15,000 groups which are listed in 
the consolidated classification. 



than those in the East. But a com- 
modity rate, where published, super- 
sedes a class rate, and the commodity 
rates on which a large part of southern 
and western traffic moves are frequent- 
ly as low as, and sometimes even lower 
than, the corresponding eastern rates* 
Originally worked out between the 
railroads and the shippers concerned, 
subject to the approval of public reg- 
ulatory authority, of course, these 
commodity rates are put in for the 
express purpose of enabling some par- 
ticular commodity to move. The move- 
ment may be the concentration of raw 
materials at a poiiit of manufacture^ 
as in the case of the low rates which 
most southern railroads maintain on 



measure of comparative freight rates 
in the different sections, The composi- 
tion of traffic is so different in different 
sections, and the length of haul varies 
so widely, that the ton-mile revenue 
figures do not accurately reflect com- 
parative rate levels. 

However, for what they are worth, 
and in the absence of some better in- 
dicator of comparative rate levels, it 
is interesting to note what shippers 
in the various sections paid to get an 
average ton of their goods moved a 
mile. In the East (excluding the 
Pocahontas region), the average rev- 
enue received by the railroads in 1938 
was 1.009 cents per ton-mile. In the 
South (likewise excluding Pocahontas 



Class rates are innportant 

THE class rate structure, however, is 
by no means without importance in its 
effect upon commodity rates, hoth 
within the South and between the 
South and other territories. This is 
time, for one reason, because of the 
necessity of observing in most com- 
modity rate adjustments the principles 
of the long-and-short*haul clause of 
the Fourth Section of the Act to reg- 
ulate commerce. 

From the standpoint of rate-making 
mechanics alone it is no easy thing to 
work out any wide adjustment of rates 
which will comply strictly with the 
(Continued on page 10^) 



Leaders in the March of Business 




Loft lo right: Henry BuiIlt AUcti, Lewis H, Brown 
J. W, OXeary, Edward G. Bucid 



Robert E. Wtlm 



wise nd»L a 



Charlei C Dickinson 



IpEWIS brown of Johna-ManvlUe CorporattoTi . receive 
flrsl award of the Vermtlyc Medal, presented by the Franklin 
Institute, In recognition of "hi±i bHllmnt work in oxecutive man- 
agement, in industry." Mr. Brown was born in CreMon. Iowa, in ^ 
lS94t joined his present company in 1927 and was named prc^l^| 
dent two years later, 

Charles E. Wilson, started hl& business career as an office boy 
with the Sprague Electric Company in 1899. When his company's 
conduit business wa^ transferrod to General Electric, he became 
assistant general superintendent of the Maspeth and New^ Ken- j 
sirigton plants. In 1930 he became vice president and last month | 
w^as chosen to succeed Gerard Swope a^ president of General 
Electric Company. 

Robert E. Wilson. 46, head of Pan American Petroleum & Tran 
|K>rt Co., was awarded the Chemical Industry Medal of the 
Society of Chemical Industry* for "valuable application of chem-^ 
ical research to industry/' He was the llnsi outstanding chemical 
engineer to join an oil company and is generally given credit for 
having sold chemical engineering to the oil industry, 

Walter H. Wheeler^ Jr., 42, president of Pitney-Eowes Postagi 
Meter Co.* whose post ofTlce-li censed machines handle a larg 
percentage of total U» metered mail revenue. Their ne 
*"Mailomat*' machine is now being installed in hotels, railroad 
stations, office buildings and departmt'nt stores. First commer 
ciai installation was at Macy's in New York last Kovember 

Charles C. Dickinson^ 63, of Charleston, W. Va., was recently 
elected president of the National Coal Association, which he 
helped organize in 1917- He has si?rved as a director, vice presl* 
dent and member of the government relations committee. He ia 
Ri&o engaged in the salt and chemical manufacturing industries. 
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THIRTY PRACTICAL IDEAS 




any of which 
may save you time 
I and money 



and eUmiralimg thii w> 



Typical Comments by Executives 
Who Have Read This Booklet 

"I should like 10 e^tra copies for distributioti to 
th£ supervisory force of our ort^ani^ation/* 
* » « 

*^The contents of this bfKiklet are one of the topics 
for discussion at a meeting this week t>f all of our 
division auditors/* 

« * • 

**We immediately adopted one idea to eliminate 
extra handling of lif^ures in our proof work/* 

mm* 

^^Some of these ideas helped us }^et our office on 
a 42-hour basis/* 



Thousands of executives in large and 
small offices have sent for this book- 
let. The definite, practical ideas it 
contains have lielped many of them 
eliminate expensive bottle-necks, 
annoying peak periods, imnecessary 
duplications, and other handicaps 
that slow up office routine. 

Each idea is clearly explained and 
easy to understand. The demand for 
'*Ways to Save Time in an Office*' 
has already necessitated a fourth 
printing. For your free copy, get in 
touch with your local Burroughs 
office; or, if more convenient, write 
on your own letterhead to— 

BURROUGHS ADDING MACHINE CO. 

tin SECOND BLVD*, DE I ROIT, MICniG.\N 



Burroughs 




The public hai jUjvi frit th^t 
ihr auditor wm% m lort of jiolice- 
fmn %ihoMr job wa* tti prrvrnt 
fraud 




Are Auditors Hard of Hearing? 



By JOHNSON HEYWOOD 



Then Wall Street learned that 
the president of McKesson k Hobbms 
was actually an ex-convict, it strove 
to slick down its ruffled sophistication 
with wise-cracks. Among the leas rib- 
ald was: 

Old Mathtr Hubbard went to the cup- 

> •,- * 

"i ! poor dog n brme. 

w got there the cupboard was 

bit 1 1*. 

And wftan't that a irurpHSf* to the aud!- 
lom? 



.■ jut-^^tioh tali ■ 

mting proles- 



That rhe* 
swered cat 

Yes! Th 

sion was isu >: not astound- 

ed. 

Twelve years before his firm was 
tricked by the Musica brothers, 
George O. May. the ser. Tier of 

Price, Waterhouse & ' y had 

told an association of accountants: 

It must be rer ' i - skilled dis- 

honesty, espcch'i jishonesty, 
may at lime^ anU : i i ii-ceive even 
the auditor who conducts what [a re- 
g^arded ait a reasonable audit 



IF AN ouditor's report does not guarantee that all i$ 
well with a company, |ust what does it mean? Investors 
ond others will find this ortkle illuminoting 



Ever>^ auditor knows that such 
things can happen, and more or less 
consciously adds to his daily •*Now I 
■ r !/'and dear God, 
- :.e a clever crook 

lor a client/' 

It was the laity— many of them in- 
vestors, bankers and other extenders 
of credit — who were flabbergasted. 
They had assumed that an audit re- 
^'ned by an accounting firm 
i for iu probity and ability, 
was a guarantee that all was well. 

That was an unwarranted assump- 
tion. In usual accounting practice, the 
^ ^ ^ merely certify that, in their 
the fm^incial statements fair- 
ly reilect the company*9 conditjon. 
The public had come to believe that 



auditors were cold-blooded, clairvoy- 
ant machine-men who could never be 
hoodwinked. So. when the new» hrnke 
that, in ' annua! 

prcHiden' Kson & I 1 

for 11 years been falsifying Us ac- 
counts, the accounting pnjfession 
found itself on the sfiot. 

The public wanted to know whether 
auditors were worth their salt. 

1 ' - ' , ■ . : 

sion took thousands of pages of testi- 
mony. To the surprise of moHt ! ' v-, 
except accountants, the inves* i 
disclosed: 



1. " 
has : 

ordin 



discovery of defalcations 
I primary ob|ecitve of an 
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Snapshots of 
Some Important Bondholders 



I^jHRFfAPS some of the pctjpic shown in 
these pictures don't quire fit in with 
your id en of what bondholders should 
look like. 

► But the fact is that rhcse typicnJ 
Amcricjin people—and niiHitms more like 
them, in every walk of life— have a finan- 
cial interest in some of the countr}*';! 
mosT important invciitments ... in clcc- 
trre light and powerr compan«e!i. rriins- 
portarinn ctmipanies, home and farm 
mortgage?!* and Ciovernment honds. 

People like these, you sec. own life in- 
^iinince policies with Mefr<»pohtan . . . 

► "\ivd 3!i yon proh*»hly know, part of 
rhf m(jney McrropoJititn policy holders 
pay a\ premiums fiir their iife insurance 
ifi fief *isicle as a *' reserve," as rt-quired 
by law. This reserve fund is invested by 
the ccimp:inv. to earn interest and thus 
help t(i reduce the cost of lite insurance 
to the ixilicyholders. 

In its eff<jrt tfi achieve maximum 
safety h>r the funds which it in vests tor 
it* policyholderii, Metropohran wisely 
follows the proved principle ot diversi- 
(iciitifm., -spreads fht'^e iund?* o%*er many 
dijfrrettt kinds of soi r n d * con scn^ j ti ve in- 
vestments. 

► Voy w^iil find these dollars at work tt> 
day in thcmjtatids of carefully selected 
investments, in bonds ;in<l mfirt|»ajje'^, 
hclpini; to finance building i>peratif»ns. 
homes and apartments, utilities, aj^neul- 



nrre, industrial enterprises, and Govern- 
menr projects, such as sch<x)K roads, 
and hridges. ..in practically eveni" part 
of the United States and Canada, 

Not a single dollar is placed until a 
thorough study and analysis of the se- 
curity has been made by Metrnpolit;ui*S 
staff of specialists. And every dollar, 
once invested, is subject to constant 
watchfulness, 

► Metropolitan's investments, and the 
measures taken to safeguard them, arc 
important to every policyholder for still 
another reason . . , 

I hcsc investments, with rhe interest 
the\ earn, make it po,s^ilhlr lor the com- 
pany to guarantee that the payments 
provided thr in its policies will be made, 
in full, when due. 



Tkii I \ ' t 4(ipf,ti.r- 

^ntt u, if^rfr tin- 

Metropolitan Life 
Insurance Company 

CMAJJtMAN or TUF BOAHn 
I VI\lll'»lt'S -itl- Vt I St vt ^ ilHN. N Y. 
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2. That II 

tors lo rely upon fttat^mcnts mad* by 
the mann. ' - 

3, Thai o» In Hnancial sUte- 
merits nr i - rssarily <^XAct. 

4. Thai but fi-w audltg are completo^ 
dotal lf*ii rxiifninaUons of a company*s 
books. 

5, That an nuditor'a certificale is* ne%'er 
a warran* 

Aware timt the public was pretty 
upset over thes^e disclosures, The 
American Institute of Accountants 
id the New York State Society of 
Certified Public Accountants appoint- 
ed committees to study audit pro- 
cedure. 

These groups discovered that the 
pubUc had been oversold on auditing 
and accounting. 

Take, for instance, the auditor's re- 
sponsibilily for discovering fraud and 
defalcations. Few businessmen have 
ever heard of the Kingston Cotton 
Mills case. Yet, for 43 years, the 
judge *s opinion in that English case 
has been called 'the auditor^s char- 
ter/" It reads: 

An auditor is not bound tf> be a detee* 
tive, or lo approach work with sti«- 
picion or with a forej^one conchision that 
!5o me thing Is wrorig He is a watehdog. 
but not a bloodhound. He is justiOt'd in 
bt^lJeving tried f*eni^anta of the company 
In whom I he eonrpany plaee.^ confidence. 
He Is entitled (o aaHiime that they are 
honest, and to rely upon their representa- 
tions, provided he takes reasonable care 
If there is anythlng^ calculated to excite 



torn but, It 
that kind. h» 



it to the hot 
of anything of 
nd to be reason- 



ably eauttoua and careful. 

Probably that is not unreasonable, 
considering the practical impossibil- 
ity of making a detailed audit of a 
big company. 

Many auditors, however- — especial- 
ly those whoHe clients are small con- 
cerns- consider the detection of fraud 
to be their first doty. 

Deteccioti of fraud 

THE ability to detect fraud depends 
to a great degree upon the accountant 
who is on the job. The head of one 
auditing firm says that one man in 
his employ has brought to light twice 
as many defalcations as all the rest 
of the 20 staff men combined. He is 
not, his boss says, a likable fellow. 
He distrusts every one, has a low opin- 
ion of mankind, and set ms to take a 
vindictive pleasure in catching irregu- 
larities. But he has made a reputa- 
tion for his firm. 

Probably because accounting has to 
do with figures, the public has as- 
sumed that it is a mathematically 
exact science. Accountants know that 
it is not 

William R Basset, an industrial en- 
gineer and certified public accountant 
who, before he became an investment 



banker, ha<i a large auditing prac- 
tice, says 

The only mathpniiiUeally exact transac- 
tions In any bur^inef>M are when goods are 
bought and paid for. or Kold and col- 
lected for. Ih betwc€*n is the twilight stone 
of Judgment, op m Ion. ctfttmate and ffuea^* 
work. Therefore, the nnanrlal atatement 
which rej*ult5 from an audit cannot be a 
hharp. clean-cu! photo^rraph. It is cori- 
Hidrrahly clearer than a blurred blub of 
paint, but It ii* bound to b*? more ur lewH 
fuzzy around the edjie*. The bt'.Ht an 
auditor c&n claim kn that hlii picture 
8howB about what the bu.sine»,H looks like 
— as he seea tt. 

Many of the items in a financifl 
statement — depreciation for example 

are not precise, verifiable values. 
They are mere estimates or opinions. 

Probably no business is so simple 
tbat its statements could contain only 
verifiable facts. Even a peanut stand 
would not be an example. The pro- 
prietor has an investment in the 
roaster. If he wants lo stay in busi- 
ness» he or his auditor must guess 
how long the roa.ster will last and set 
aside a proper share of the yearns 
profits in a depreciation reserve so 
that, when the roaster gives its last 
dying squeal, there will be mons^y to 
buy a new one. 

The useful life of a machine or a 
factory building i.s a matter of opin- 
ion. Even the method of figuring de- 
preciation is subject to argument 
( Contmucd on page !0H^ 




Auditors now approach a client's books in a spirit of suspicion. In their 
new role as bloodhounds they are sharpening their senses of smell 



The CASE 
for INSURANCE 




LOhin 



A REVIEW of the accomplishments of the in^ 
stitution of privote insurance, together with an 
interpretation of relevant developments now 
shaping in the field of public policy. 



The Lengthening Shadow of Government 



INSL KANCK exemplifies, int*re than any other 
insliUUion, Atneritan life an*l ^nrh. The 
America lu sinte pioneer days, has hale*I ♦ It - 
pendency. He wants to get on and u\y in tin- 
world by his own efforts. He has a hornir of 
dependence upon relatives, upon charity, upon 
the ''county/" antL in its deeper aspects, upon 
the State, It was this spirit that caused him to 
hreak away from tlie ohi worhl idea of gov- 
ernnient s relation to the individual. The great- 
est manifestation o( this spirit is before our 
eyes, yet how it kicks interpretation! It lies in 
the fact that more than 60,000,000 Americans 
sacrifice and save to guarantee such independ- 
ence through insurance and have set aside 
$33,000,000,000 of such savings to protect 
tliem in the event of death, sickness^ accident, 
and old age; and to reimburse them for losses 
due to fire and other casualties. 

Just now we hear promises of jiolitics to 
give ever) man security against unemployment, 
sickness and old age. It h a most worthy ideah 
It appeals to alL rich and poor, high and low. 
It lakes a persuasive voice indeed to get a hear- 
ing as to its practicality; much less as to the 



danger invt>hed. Such goventment guarantee 
will impair and may even desln^y tlii^ voluntary 
Amerii an institution and, in the destruction, 
there will go something niort? valudjle, the 
spirit f)ack *)f that urge to provide for oneself. 
Even if it were practicahh* for the political 
organism to do this, the ilollar and-c ent cost 
u«iuld be insignificant compared wiih the h)ss 
of incentive, self-dependence, and obligation 
to family, which would inevitably follow. 

There is a growing tendency everywhere to 
shove responsilulity ontf) other shoulders, to 
contend that society owes eacli man, regardless 
of his own efforts, an easv living- and ttj ex- 
[iiiund the soft philosopliy ibal by right, each 
of us, regardless of foolish mistakes, rash spec- 
ulation, in( om[)elency or [dain laziness, shoidd 
be maintained by the industrious and the 
thrifty. 

These are dangerous doctrines to those who 
glory in the American s|)int and American 
progress of 150 years; dangerous doctrines to 
those who are engaged in the application of an 
ideal wliolly contrary to that of dependence 
upon (Others. 



The CASE for INSURANCE 



The very essence of despotism is the claim 
of the supreme power of Government over 
the property of its citizens 

leclcY 1^ his ''Democrctcy and liberty" 
********************** *********** 



TWO DIVERGENT PHILOSOPHIES aie mm al giip.^ in the United 
Slates. One is tracHlioiial. The ulher y alien in origin, has advanced from 
itie expository to the experimental stage in the efforts of its advocates to 
win the approval of tlie American people. 

i This evangelical competition for the support of the citizen may weH 
deride llie econumir as well as the political future of our country. To 
be ahh- to identify the two groups of partisans involved in thii^ fateful 
j^tiuggle, it h in order to define the nature of the faiths they are cur- 
rently expounding. 

From ihe heginnings of our nationalism we have practiced our ha^ic 
l)elief in tlie ret^nnrcefulnesH of ihe individual to turn to good account the 
abundance of malei ial opportunity and political freedom which the re>t 
E^f the world recognized as a comlnnation of favorable qualities distinctly 
American. 

It is li ne lliat the acceptance of ibis doctrine of self-reliance ur^de^r a 
regime of liberty produced a national balance sheet of trial and erroj. 
Under it, mistakes were olTsel with brilliant contribntjoiis to the pace of 
nattonat progress, and the forwarding of the people's welbbeing. For 
proof of the soundness of this policy of safegnarding the individuars 
frcednni to use his powers of mind and spirit lo the full, ii^ partisans 
poifit lo the accom|>li>hnTtMU- rd tin- Vrfit^i h .ni jicople as civili/.ers and 
promoters of ihe good lif**. 

Once looked upon by an older world as a poor relation wllli no pa^t 
nd a didnous future, this ccninlry has lifted itself in less than two cen- 
turies lo a degree of prestige where its political favor is as much in de- 
nuind asttic beneficent fnrits of ils juduslrial and commercial ingenuilv. 

Conflicting with this deeply rooted concept of free play for iniliative 
and enterprise is the belief ibal a polilical agency can l»esl direct the en- 
ergies (d ihe individual for the grealesl good of the greatest number. Its 
partisans argue, for exam|de, that if, in the course of a year, the indi* 
\ idual prodines more than he consumes, and receives a due bill in the 
currency of the land for that amount — a due bill of SICK), say— it i> 
better f(ir hirn aiitl his fellow men tf a political agency determines how 

IhisSUK) shall be invehte<L They also say that if a |)olilical agency directs 
his energies during the year he will have a greater amount left over — 
after he has produced and consume*!- — than if he ruled his own acti<ms. 
The political agency says that, if this money is left to the whim and 
caprice of the individuab it may t>e <*areles!*ly spent: that it mav be lost 
through a lack of juilguu-nt m tlircmgh t hicant^rv id prT>moter>; that it 

NATION S auSINESS for January, 1^40 



I' 

l^tn 



PoliHcol control 

Briefly, th** Government wiU have to 
enter into the direct financing of ac- 
tivities now supposed to be private; 
una a conUnuance of that direct fi- 
njincing must Inevnably that the 
( »f>vernment ultimately wiil control 
and own those activities. . . • 

Over" a period of years, the Govern' 
ment will firadually come to own 
ino^t of the productive plants of the 
Unued States. . - . 

The count r>' will prohahly be de* 
cidinj; in iht^ next few years whether 
the Gov^^rnment ought not to own» 
directly or ifidirectly, part of the na* 
tionai plant such bs railroads), elec- 
tHc power and mineral resources; 
and the Temporary Nat ion a) Eco- 
nomic Committee may give us a (inal 
answer, . , * 

wi..r.- 7 V r r 



That way danger lies 

Thi^ real needs of Co mm ere e» agricul- 
ture and U^du^^try could be subordi- 
nated to the spending plana of the 
Government and to its di elation con- 
cei-nmp: ihe volume and kind of cred- 
it lo be made available fro«i UmL* to 
time, Efforts could be made to con- 
irol the level of production, prlcea 
and employment, through adjust- 
ments of the mere volume of money 
and credit, by a Waiihmjfion bureau 
which thus would be permitted to ex- 
periment with a most dani^eroua 
form of so-called c**ntral plfinning. 

Mpom lepntatnr fr^pt^Moi to tentraitsf cftdii. 



3S 



l^^^^^^^^^^^^^^^^^^^^^V NATION^S BUSINESS for January, 1940 

********************************************************* 




The Snn FrtmrUro Fire in t^0€ de- 
fit royed SH,mo bitildinffM uith ii tosti 
of $SSOM(^fOOO. The insurance loss 
wim $2BB,0f)0f000 which comfmniefit 
ware ubie to patf, ahtwsi entiTely, out 
of their reserves 



Socialist purpose 

The SooinHst Party*s purpose is . 
when in power lo transfer the cjwni t 
ship of industries to ihp people, be 
ginning with thcise of a public char* 
acter» such as banking, inauranci?. 
mining, transportation and commu^ 
ni cat ion 3, 

' Amt^ruan Latter Frctr Bnokt 1911-22^ pmf 
SPS, from Deftaraiion of PrincipUs of tkf 
SocmHit Piirty vf iht United Sitttcx 



Dangers of centralized control 

The pos.sible menaee to sound in- 
vcfltment of life in^rance funds is 
one of the greatest dangers of een- 
tralUed control. M. Albert Linton* 
Preaident of the Provident Mutual 
Life Insurance Conripanvp addressing 
the thirty-third annual convention of 
the Association of Life Insurance 
Premdents* said : "Suppose that some 
administration should decide that 
the life insurance premium income 
available for investment should be 
used to £iuppori this or that social or 
economic theory or should be used to 
balance the budget'* 



may ^penl for things^ thai the c ountry doesn't neetl of^ miirh a?^ it iieetls 
other thitigs. To be specific in example, it says thai, if tlie citizen put- 
this $100 into an insurance policy, the in^iitrance company may lake that 
SI 00 to Canatla and It-iid it to tlie Canailinn Government, or that it mav 
\vx\i\ it to the Arkansas Power and Liglit Company, even wliile, the prt>. 
poneiil5i of colleetivi.^m might argue, the rotnitry needs small homes for 
poor fieople more than it needs an expansion of power and light facilities 
in Aikanssas, or than the Canadian Government needs to carry out its 
ptH^|>oses ill Canada, In es>ciirc, their belief U that the progress and the 
lirosperity of a people will he hetlered if the jjolitical ageni it^s lake over 
cf>iilrol of the activities of the individual and the resnlls of his labor* 

f'rom tliat state of mind issues the totalitarian theory; the theory of 
the Mussolinis and Hitlers- — and a militant group in llie U, S. with similar 
l>rlicf.>— tliat a strong centialized dircfiing power is a better way of life 
than a drrnrn ratir hil-or-rnis<, haphaziird diif*i tion t)f cncrjiicH. 

Man vs. the State J 

\ [ TIlOl (iH the movement j^larled about 40 years ago, it gaitietl no speed 
and little altentitin until the past few years and, throtighont the ten years 
of our depression, the nianifeslalions of the political control group have 
appeared in every activity of our daily lives, not only industrially and 
commercially, but socially. The effort lo make better social conditions is 
a part of this philosophy and, indeed, most of the changes recommended 
in our economic sel-np arc based upon the need for social change. 

Mow greatly estaldished economic activities have lM*en affected l)y the 
new social-mindedness of government is apparent in the changes ^vhich 
have taken place in our banking system. Banking is entirely different 
frotn wJiat it was ten years ago, because centralixed political control is 
doing the major \mrl of the country's banking business. Whether or not 
w hat was done was done l>ecause the banks failed to do their accustomed 
job, as is charged, is beside the point. The fact remains that, with 42 
lending agencies in the national capital, a large part of our banking 
business isnow^ being tlone by these federal agencies. 

The full weight of such a change is not felt overnight. The political 
control moves for a time along in the same direction as private initiative 
imt gradually the power is used to deny funds for the expansion of a 
specific business and to allocate those funds for purposes of politics- 

Already we can see some of the effects of this policy in practice^ Would 
anyone l^elieve it possible to raise money through popular subscription 
for the sale of slocks and bonds, or, indeed, to allow an insurance com- 
pany to put out the people's savings for the purpose of l)U]lding a Passa- 
maq noddy Dam, or planting tree bells, or a Florida Ship Canal, or to 
buy honey from farmers to keep up the price, and give the honey to 
CC.C. t>oys in the camps — all of which may have been desirable and 
worth while? The eloquent fact is that the power over our savings is pass- 
ing from us, the people, and our agents, the banks and insurance com- 
panies, to political administration of those funds. 

The second largest pool of these funds is constituted of insurance re* 
serves. Political agitation etivisagcs more power and control, and par- 
ticularly federal control — because there is already slate control limit- 
ing the operations of insurance companies but the slate control has not 
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direfied ihe itiveslnieiit of \he people's money, as the federal Government 
^propof^es lo do, into channels of social uplifl. 

Now, all this change has taken place with the active, or at least implied, 
ronsent of the people. The people have consenled to it because minor 
abiiseii have been overemphasised ami made to appear as fundamental 
defects to he corrected by political control; that abuses in the setling up 
* of businessi^eB through the method of incorporation can be corrected 
ihrough applying the blue sky law in a national way through the 
Securities Commission; that abuses in the labelling of goods, whereby 
the label did not tell the whole story, can be corrected through giving 
the Federal Trade Commission and tlie Agricultural Department con- 
trol over the la!>eliing of such goods; that the alleged abuses of manage- 
ment in the liandling of men can be overcome by the Wagiier Labor A['t 
and the Wage and Hour Act; that the excesses in the coal industry have 
been overcome by the Guffey Act. These are the fust steps* 

The point is that a group, either one or the other» seeking lo change a 
system, must first get the support of the people for such a change, Iji 
European countries this comes about through a political or military coup, 
througli overturn of a regime ot system by physical force. In the United 
States the change will come, if it does come, through the indifference or 
active support of the people themselves, or through their representatives 
iusi sling upon or at least permitting such changes. So the technique is 
simple: 

First, the people must be made to feel that excesses exist to their detri- 
ment. Suspicion and fear were aroused against the bankers. The mamr- 
facturers were held up as employers of sweat-shop labor, of child labor, 
were charged with treating their men like slaves. Similar accusations ran 
through the whole industrial and commercial structure. 



Feor ploys its part 

WITH fear and suspicion implanted in the hearts of the people, their 
assent to change at least in part from the free operation of these busi- 
p^^sses to political control was logical. This control amoiinls, in many 
instances, to operation, with this difference; while the political control 
fixes the ways and the methods by which the business is to be run^ it 
assumes none of the responsibilities for its success. As a matter of fact, 
the poorer the showing of political supervision, the faster political con- 
trol takes over full operation. We have innumerable instances of tliis 
tendency* 

This tendency is more pronounced in the financial field than in some 
of the others, but the movement is so clearly defined that it serves to ex- 
[dain the '^investigation" of insurance. 

The simple announcement of such an investigation creates a sus- 
picion that something is wrong and, as the course of the investigation is 
adroitly directed, that suspicion momits until people begin to wonder 
whether their institution of insurance is soundly conducted. With that 
frame of mind established, a specious logic sugars suggestions or plans 
for a little incursion of ihe Government into control and into operation. 
Innovations that once would have seemed fantastic for the role of Gov- 
ernment are offered in the name of social obligation— ten-year annuities, 
and insurance on commodity surpluses among them. Once the camel of 



First step tn control 

Capital aUocation would depend on 
knowledge, Xrom siome planning 
agency, of how much for a meaaured 
future period ought to be put to one 
use rather than to another. Given 
this information, the first step in 
control would be to limit self-alloca- 
tion. This is the Erst great problem 
in this fl^]d. 



The deeper purpose 

The entire course of the investiga- 
tion as conducted and the attitude of 
those charged with conducting it, 
would indicate that the ultimate oh- 
joct of the investigation is to build 
up a case against state supervision 
and for federal control of the busi- 
ness (life insurance). 
—Statetntnt b\f AmctlcQii Life Convention, 




LeavUtg .their vital Statistics mo- 
mentarily t insurance men carried on 
researches to develop safer higk- 
it'uys for the nation's motorists 
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The theortf that poUtic<tJ uffcnciv^i 
■should control cnpital, fihontd allot 
the mivings of the propJe^ it the ajclc 
of the communistw whet'l. Karl 
Marr (uU^veJ htid ten points" in hts 
pkttfonn to hrintf about Coinmunusm. 
The first was 

"Ccntrsili/nlirMi ni crrflit in the bAfid:» r>f thr 
Si.tlc by tt<rciri< of a nxittoiuil hank with *t:iic 
c.»|hUi{ anil an txtltniiv*- fnmiDi>nly." 
Marxians of later days rceofptwe Us 
potency. Lfninf an avowed difieipir 
of Marx, who has been defined ax the 
futher of modern Bussinji Conimtt- 
nism, observed: 

"Thrantth the tiation.^ijr4tion of tmnki they" — 
ihr small Inipmr^ss mm— "'tnjiy be tied h^iuJ 
and fwi* '* 

Elsetchere he mid: 

"One Slate !: ^ ' - iM>»s.iMr, w-flh 

b7:incheA jn ■ :^ iilrcady iiinfr- 

tt-'fith* of ilir - ' ii'i." 

Even more ret tut hi thf^ British Bo^ 
eialist Leader, G.D.H, CoIf:s, said: 

"ftcforp a b! 

iniln^try, it ^' " 'i 

ibc luifiki in <i > . . i 

inrJuBtfitt at IrifeUi * 



change gets his nose into the tent, llie entry will l*e conslnieil as the 
jieople^s will by the group whieh l>elieves lhal |jolilieal eontra] and oper- 
ation, the determination of the individuaPs arlivities. is the kind of gov* 
emment that governs he^t. 

Of rourse, tliere is nothing new in this* It is ris oI<l as eivilii^^^ition itself. 
The d(K'trine of eoniplele t<»lalitarianisni or eomplete politic al rontrol of 
every activity of the individual was llie platform of Engels and Karl 
Marx* It is the plalforni of every dictator, of every Socialist parly. The 
dictator is more frank. Socialism disguises the real power hy saying il 
i^prings from all the people, hat all the people must delegafe ihi.^ power 
to a few leaders, and Socialism simply jsubsljtutes a new group, particu- 
larly those who have not had experience in business or in {Statesmanship. 
Through a leader from the ranks umler the lianner of proletarianism a 
new set of rulers come into power, who, in tunu lell llu* worker what 
he must do and when he must do il. 

Without awareness, we are moving in tliis eoimtry, for good or ill, 
toward acceptance of this philosophy. We have applied it, not in its 
true name, hecaus^e it would have been impossible for our present-day 
national program to have been stihl to the people under the litle of Social- 
ism, yet it embraces all the tenets of Socialism, 

This movement toward Socialism is the hackgroiniil of the resolve of 
Nation's BusrNESs to take representative businesses one by one and re- 
veal the implications of relevant positions and actions in the field of 
public policy. 

Spending begets spending 

SPENDING, more spending and promises to spend more has been the 
pf>licy of the federal Government for (en years, Tlie defmilion of a l»ab 
ajU'cd budgel is known onlv to anti^juariaus. 

Originally this spending was for the pm pose of relieving personal and 
business distress, lo prevenl human sufTering. The financial «lepression 
liad created situations making some of these outlays of public money 
necessary. 

Spending, however* beget> more spending* When one group or class 
is aidetl or subsidiml, other grrmps and classes demand similar treat- 
ment. Promises of bigger and better benefits eonlinufuisly must be made 
to keep the political machine doing the spending from stalling. There is 
no more violent political enemy than a bounty seeker s<!orned. 

Relief of distress is now only an incident in the natiftnal spending 
ihetjry, HfHising and farm subsidies, dams anil power plants, irrigation 
and park projects, puldic buildings and highways, canals and the harness- 
ing of lirlal waters^ — ^all on an enormous s<;ale— attract the spotlight to- 
day. Old-age pensions and unemployment insurance make increasing 
demands on the taxpayer aufl these deniands result in more promises 
for larger grants by politicians, A national healtli program costing 
$B5f), 000,000 has been seriously proposed and outlined. 

There now comes an insistent demand for the expenditure of huge 
sums for rearmament, and the emergency brings into bold relief the 
nation's critical fiscal situation. 

The question before the financial alclicniists of tlie Government is how 
to get the money to continue to do all these things on an increasingly 
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opulent scale. The power to lax is unlimiled, but when it reaches, as it 
ahiiost has, the power of Lleslruetioti, it kills off the goose wliicli lays the 
golden tax egg. That cannot, of course, be permitted just now . Even more 
« ritiral is the fact that the power of the Government to borrow has aboul 
reached its present legal limitations* 

A sclienie has been devised, however^ by the planners to save the situ* 
alion. They ^^ee a way out. They see the tremendous reservoir of savings 
in tlie insurance companies. 

Easy money in view 

THE SOCIAL Security Law provides the inspiratiiiii and tlie vehicle. 
Paytnenls into this fund, extracted from employers and employees alike, 
are poured into the United States Treasury and used to pay current gov- 
ernment expenses- What would be simpler than to raise more money the 

-^ame way ? 

The varioirs plans ujider consideration provide for enlarging the scope 
of the Social Security Act to include the issuance by tlie Government of 
ordinary insurance on lives, so-called *'biirial insurance" and the estab* 
lishment of an annuity system. All this woirtd be voluntary, at least at 
I lie start. Compulsion readily might he ai ranged later, and a plan for such 
a system in the ''burial insurance'" field actually has been worked out* 

In a word, it is planned to put the federal Government into the life 
insurance business in a big way in conipeEition with private life insurance 
companies. The spenders can then rise premium money instead of tax 
rntmey. It will be up to future administrations to levy taxes to pay off the 
maturing obligations of the system, if any taxpayers remain when that 
time comes* 

The project outlined is only a beginning. The real objective is to absorb 
IS rapidly as possitde tlie entire institution of insurance into the federal 
Government machine* 

The creation of a voluntary and government operated life insurance 
system under the direction of the Social Security Board also will require 
federal supei^ision of insurance. It is now regulated by the several states. 
Wlien ihis program is an accomplislied fact it will be an easy step to the 
next stage — federal handling of all private life insurance. Fire insur- 
ance, casualty insurance, surety anil other insurance systems will follow 
as a matter of course. 

All private insurance organisations are passengers on the same train, 
he destination is the same. The end of the line is a station callctl Gov- 
ernment Operation and Ownership. There they will be divested of their 
baggage, baggage that the political control group want most of alb It 
contains some $33,0OO,O()(X0O0 of assets held by the institution of iji- 
su ranee for the protection of its policyhohlers. It is a large '"hope chest/' 
There is ample precedent for this in the totalitarian states. Insurance 
is now a govennuent fufiction in Russia, Germany and Italy, In these 
I omitries, private companies and their assets have either been entirely 
confiscated by Government or are under complete political control. 

To understand the serious situation which the institution of insurance 
in America is facing today, it also is necessary to understand the tre- 
mendous importance of insurance in the maintenance of what remains 
id nur free economy. The life insurance investigation mw being con- 
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To guide captfal issues 

Bu^in(?ss will logically be required 
to disappear. This is not an overstate- 
ment for the sake of emphasis; it is 
literally meant. . . . National plan- 
ning implies guidance of capital uses. 
. , . New industries will not just hap- 
pen as the automobile industry did; 
thf?y will have to be foreseen, to be 
argued for ... or seem probably de- 
sirable features of the whole econ- 
omy before they can he entered upon, 
... It would be comparatively easy 
to dynamite the indujsstria] system, 

— A'r-rftJrr/ G. TnnmrH, (idvoraiin{jf ccntrn^i- 
^tition Iff frcdit tii the fruiiJj' iff thf Guvrrtt- 



Prophetic 

The great and necessary accumula- 
tion of the life companies creates a 
real peril, a peril, as the American 
Ear Association so aptly described it 
some years ago, that always tsur- 
rounds *'money in sight." *'Why,'" 
cries the demagogue, "should this 
money not be used to relieve our par- 
ticular distress? Why not legislative- 
ly take these companies by the throat 
and shake the necessary money out 
of them?" 

- -D(Jr:i'sn Kiitifsicyr formrr President 

Xez*} VQvk Lite huifrancc C^nrff^aity in S9Iit 
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Effkienf, safe 

Th(* rf*al thrift of Iht* American pr^o- 
ple 13 channeled in provident in^il- 
tutions createii almost uneonscifjus- 
ly bui with amazing detail, thai are 
set apart from the thrifty man';? or- 
dinary gainful pu results He has built 
up savings banks, building and loan 
aasociatkms, trust companies; aitd 
safest of all qur financial instttiitlons 
American life insurance. American 
life insurance shines at the apex of 
our devices for thrift. It Is probably 
the most powerful^ moBt efl^cient and 
most widely useful of all our demo- 
cratic flnanelal institutions. 

^H'mimn A Urn White, £dHi>r, 
lim^orm^ Kan-mt, ilAiritc 




In the World War the institution of 
innurtinre aided in developinff platis 
for mstaUntion of ftre f ghftng and 
fire J) re rent Ion facilities at canton- 
meiitBf and served in other waifs 



dnvUHl it! Wa^liington under the auspices of llie Temporary National 
Economic Committee, and planneil and directed by lite Seciiritie?^ and 
Exchange Commission, uiM be meaningless iinle?4s it is made apparent 
why insurance U now attacked. 

It is a oharacteristir danger of gieat nations with a long history of con* 
tinuoufi creation that they may fail from not comprehending the great 
instifuticms which they have created. Tliis is pailicnlarly true of the in- 
j^tihition of iiisurance in America. Il has been accepted witlioiit under- 
¥^tanding. An ellorl, therefore, will he made here It* onlline some of it:^ 
achievements and point out its indispensable service in the realm of free 
enterprise. 

An anchor to windword 

INSURANCE, Jjimply stated, h a devic*e to mitigate and lessen the eco- 
nomic consequences of many of the iim eriainties wliit^h Imset human 

aflfairs. 

It is perhaps our most universal private enterprise, reat-hing either 
dirct'tly or indiretlly all classes of people, all incbistries ant! all ventures. 

It caiuiijJ be too <>flen emphasized lliat the institutitm of insurance, pri- 
vatf*Iy ri>ntrollefl and operatetK i^ al>solutely IndispenBable Itj the devcl- 
(i[»ment and presenation of a free economy and a free society. 

Insurance exists only among people who prize and cherish ]jrivate 
property and the human rights associated witli private ownership. Wliere 
the individual is of no consetjiience except as a unit in a masts, and where 
commerce and industry are state dominated and operated, there can be 
no real insurance— there is nothing to insure* 

Insyi ance protects the values created by men and women who work for 
tJiemselves. The /nods accumulated to guarantee prote?<:tion are composed 
of voluntary contributions to a distinctive private enterprise, managed l>y 
persons and corporate organizations entirely apart from the structure 
of government. 

If there are those who lielieve that the human desire to own and control 
property is being diminished by socialist and communist propaganda in 
lliis country, they will be disillusioned liy the insurance records- Tlie tre- 
niendous and continuous growth of that business in recent yeairs shows 
the extent of the overwhelming urge of the idea of possession and the 
companion urge to protect that which is owned. 

Insurance, in a word, is capitalism at its best; capitalism in action. 

People are inclitied to appraise the values of institutions by their 
personal contact with them and by what ibey bear and read* Nearly 
everybody has some knowledge of banks, steel making, public utilities, 
railroads, manufacturing, oil production and other leading enterprises. 
Their position in the economic structure easily may be observed- This 
is not true of insurance. It is not tangible. It has no appeal to any of the 
five senses. It is represented by a rather involved conlract bidden away 
in a drawer or safety deposit box, to be recalled only in case of emergency. 

Perhaps the most important economic and social effect of insurance 
is the fostering of confidence. Men instinctively know that, if they are 
properly protected by insurance, they may have little fear of being de- 
prived of the fruits of their labors by death, accident or other mischance. 

Confidence thus promoted has been the chief slimidant of individual 
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initiative in America, and that initiative lias been ihe leading factor in 
our unparalleled industrial development in the past century. That con- 
fidence, also, has been placed in a private enterprise and hasn't grown 
out of government guarantees or political operation. The institution of 
insurant»e has never betrayed those who have trusted it. 

National confidence in the institution of insurance largely is due to 
its investment policy. To make certain the payment of claims as they may 
farise and to keep down costs, a large share of the policyholder's dollar 
13 invested in interest-bearing obligations of many kinds. Unlike the 
Goverimient, insurance companies must provide this year for a possible 
pay-olT next year, Tliey cannot levy taxes if they are short of funds when 
called upon to make good. 

The invested assets of the institution of insurance in this comitry, as 
already stated, have reached the almost astronomical total of S33,000,- 
000,000. Life insurance accounts for $28,000,000,000 of this. The re- 
maining $5,000,000,000 is held by fire and marine, casualty, surety and 
miscellaneous companies and organizations. 

These fmids do not actually belong to the private companies conduct- 
ing the insurance business. They are held, under strict state regulation, 
for payment to policyholders when the time comes. 

Insurance policyholders literally have built up the country, at the 
same time they have been protecting themselves. They have a greater 
stake tlian any class or group in the preservation of our free economy. 

Money held in trust for them has provided capital for industrial and 
economic development in every section. It has poured a constant and ever 
increasing stream of productive funds into business. It has pushed for- 
ward railroad tracks and electric power lines, built street railway and 
gas plants, financed governmental bodies and agencies. 

These insurance investments have helped erect factories and schools, 
steel mills, highways, automobiles, battleships and stores. 

Agriculture has been largely aided by insurance investments; the 
farmer for years was one of the chief beneficiaries of the system. Insur- 
ance money often was the only capital available to him. 

Insurance is also America's great home builder. It has financed more 




Ltiving Handards even of non'-policy 
holders ure hvgher beC€iuse insurance 
funds played a targe part in making 
expansion of utilities possible 



Strength and stdbilily 

SENATOR O'MAHONEYr "It might 
be inferred that apparently the life 
insurance companies have not been 
compelled to operate on a deficit/' 
DR, DONALD H. DAVENPORT: 
"Taking the industry an a whole, they 
certainly have not. There have been 
life insurance companies that have 
failed, that have been liquidated. . , . 
They have been small companies. 
Since 1930, 6S companies ha%^e been 
liquidated or absorbed by stronger 
companies, but they represent in the 
aggregate a small percentage be- 
cause they were small companies." 
MR. DOUGLAS: "The total picture 
is one of great strength and stability, 
is it not?" 

DR, DAVENPORT: "There is no 
doubt about that " 
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Unfair oHock 

It is unfortynale that this mngrnili- 
cent structure ilife insurance} which 
has been built by the thrift and 
fiyr,'ii]iiy of our citizens and main- 
' ^ by strict state Iriws uml RUpt*r- 
^ ' ; n and able management, wouid 
he .-iubjected to an unjust and unfair 
attack. 

CcHt'rMiioH^ Chuagtf, III, 




John TVri II fi m nk* r hud tj y - : / ■ ^ . ' . fi 
hift OW71 biixiness ahility, hut he dt- 
pentted mi insurance to protect his 
eatnte. He was « motif? thf^ first to 
cnrrj/ Sl/iOOjOOO life insurance 



<hvel]ings than any otlier agem y. These loans liavc been characterizet! 
by a high degree of financial slal>jlity. Financial disorganization due to 
iIjc depression led to the invasion of this fieUb and also the farm nioi l- 
gage IkhL by the federal Coveninienl. A.^a natural result, in>uran( t- par- 
ticipation has recently lev^scnecl considerably. 

The annual premium income of all insurance organizations in th<* 
I nited States is aI>out 85,WO,0OO,()00, This just about equals the amount 
coHected by the federal Government in all kinds of taxes- 
Insurance 15 voluntory 
THERE is, to be sure, an oln ious diflerence. The insurance premium is 
[Kiid voluntarily ; taxes are paid under compulsion. 

Out of its receipts, the institution of insurance first must defray ex* 
j)enses incident to its operation. These are smalK liowever, compared to 
the immense sums whicli must he put to work for pobcyholders. One of 
the l)iggest problems facing the business now is how to invest so thai ex- 
isting weallh will be pre&er\^ed, new wealth created and gainful employ- 
ment increased. 

The federal Government is trying to get its hands on all tlie loose capi- 
tal in siglit. It now has a near strangle hold on investment outlets. To keep 
their money at work, the insurance companies are almost compelled lo 
liuy large lilocks of government bonds. 

Huge goverrunent liorrowings and the gi»\i'i rifucut ll>rai jjoliry have 
materia lly lowertnl interest rates. Every life insurance [lolieyholder is 
directly affected. From 1929 to 1938 the rate of return on life insurance 
investments went down more than 25 per cent: an approximate annual 
loss of $400,000,000 to 61,000,000 policyhohlers. 

The amount of insurance in force in this country is another index of 
the coufrdence people have in the in-^litulifni of insurance a privately 
conducted enterprise. 

Life insurance policies oulBlanding have a value of SI 1 3,HOfU)00,000. 
Fii e insurance companies in tlie course of a year protect property worth 
S200,O{)O,0OOiKK). The compani(*s writing casually, workmen *s com- 
pensation, accident, autonioI>ile liability, surety and fuh^Iity bonds and 
a multitude of other lines^ probably accept maximum lialulities of 
SI 50,000.000,000 each year. 

It is true that insurance produces no raw materials, fabricates no goods 
and controls no markets. lis trade-mark, however, is indelibly impressed 
upon nearly every man-ntade thing. Its sentinels stand guard at every 
way station through which the commerce and trade of the world passes 
in its journey from producer lo consumer. It is only because of the pro- 
tection insurance offers that civilized man may iomh the worhl for his 
needs with little fear that he will be deprived of the fruits of bis labor 
by the usual hazards which may be insured against. 

It has been said that insurance is the best index of civilization; that 
tuitions may be judged by the extent of its use. This may be something 
of an exaggeration. It is true, just the same, thai 65 per cent of the life 
insurance in force in the world is held by Americans, Also, their pur- 
chases of fire and casually insurance protection probably exceed those of 
all the rest of the w^orhL 

The extent of the acceptance of the insurance idea In America seems 
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o be about llie liest evidence available in ibese perilous times tliat tbis 
oiiutry is fundamentally sound. There seems to be no better way to ap- 
praise tbe temper of our people and their basic political philosophy. 

It is obviotis that the investment method of insurance, in effect, makes 
every policyholder an investor — indirectly, to be suie, but none the less 
certainly— in tho.se eniei prise?^ and inslitulions which employ insurance 
funds. He is dependent for ihe fulfdlment of his insurance contract upon 
ihe stability and solvency of tliese enterprises, and more particularly per- 
haps upon the stability and solvency of the political sovereignty imder 
which insurance investments are made. If tbe sovereignty of the state lie 
undermined, if the capitalistic system be weakened or destroyed, the in- 
surance policyholder will suffer proportionately and he is sure to be the 
chief burden bearer in the event of government chaos. 

Insurance is really the chief tie-up between individuals and private 
enterprise and, if insurance policyholders can be educated to this fact 
and to the dangers which many of them are promoting under misappre- 
hension, insurance should become the best guarantee for the perpetuation 
of democratic institutions in this country- 
It is something of a mystery why many who pin their faith and hope 
to their insurance policies go about assailing capitalism. 

It should be plain that an attack on capitalism is an attack on insur- 
nee* A successful attack ^vill bring the institution of insurance to its 
knees, confiscate the savings of millions of policyholders and produce a 
condition of economic chaos. 
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Gavernment takes savings 

SUCH an attack has already started. The basic economic fundamental 
f insurance is under fire. The savings of the people are being diverted 
fas rapidly as possible from creative enterprises which make for con- 
tinuous employment into the non-creative enterprises of government; inttJ 
projects which compete with private business- 

This change is dramatically shown by insurance investment figures. 
The data is from the reports of 49 legal reserve life insurance companies 
ith assets of approximately 92 per cent of all Unite<i States legal re- 
ser\^e companies. 

In 1930, these companies had $303,431,000 invested in United States 
Government bonds — ^1,8 per cent of their total assets. Their holding> iA 
slate, county and municipal bonds that year was S587,205,000 — ^3.4 ol 
^all assets. Canadian Government bonds made up 2,3 per cent and other 
foreign governments only two-tenths of one per cent. 

The 1930 total intrusted to al] such governmental securities was 
$1,327,468,000—7-7 per cent of all investments. 

During the interval between 1930 and 1938, the political and economic 
scene changed rapidly; new ideologies came to the front. 

Government more and more did the spending and the borrowing; 
rivate enterprise was left to pay the taxes. Taxes collected, however, 
trailed far behind spending and the difference had to be made up by 
Government I,0,U's. There was a continually decreasing outlet for in* 
su ranee investments in productive enterprises. 

The insurance investment figures show the change* In 1938, these 
same companies bad invested in all types of government bonds S6,S10,- 



Too much centralization 

There already has been too much 
centraUssation of authority in Wash- 
ington with a subsequent weakening 
of states rights, . . , We oppose in- 
vasion in the field of private free 
enterprise by either the federal or 
the state Government, . , . We wiU 
unalterably oppose the sale of annu- 
ities by the federal Government. We 
are prepared to fight against any 
invasion by either federal or state 
Government into the field of life in- 
surance which will endanger the sav- 
ings of 64,000,000 policyholders. 

— Charles /. Zimiiifrincfii, tsre^idrftt Nutiittml 
AjSftcwfwn of Lif/ Vndfr'wr iters, Jii can- 
rrtirnm iff riatf ifuiirdiifrr CQrntmssiirKefSf 




The inoftriii muaicuni Curt insure 
himsc:!/ againut «ViJi.o.sf everything 
hitt sour notes. Standard policies are 
ftvuUahte for imfruments^ co^tumea 
and ^cenf^ry 
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Her pin ff tihrraftt of the riipid drvet^ 
opment of ttviation, inmtreincts de^ 
Visrd n program to pri^tect all wkn 
fiU a^aimf mt^idcni to themselves or 
to other persons or property 



Oovernmefit geKing the money 

The ffovf^rn merit r - policy rap- 
idly Ih fJrainirR i .-rs" money 
from productive + . i .^eit becauBf* 
thii Gov<frnm<*nt today provides tbo 
chief outlet for idli* funds. 
Invoiitment alJocation by percentages 
of the fidmitted ay^i^ti? (reserves held 
to protect policyhi>ldcrs as provided 
by state lawaj of U*Kai reserve life in- 
surance companiei^ of the United 
States In 192S and l^M: 
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(MK),0(X)— 25J per t en! \A all ii-M l.s. United Slates GovtMtirnciit lioiids 
rej>if*senlccl $ 4,551,OOOX)CK>— 1 7.9 per f enl of all invested funds. These 
rompanies thai year al^i lield stale, couiily antl iminieipal \mmh to the 
extent SKITSiKXUKM)— 5.8 per t;ent. 

The .-tarliing and rapid, ahnt>st roniptilsorv. diver^iinn of (he iiive.**ted 
fiiiuls of Uie^e ronipanie^ into goveiiiinenl oldigalii^iis over a perioil of 
eiglii years clearly indicates the socialislit; trend, 

Iit^nraiK e policyholders today hold al>out one-seventh of llie federal 
( K»veniment del*t. Banks and their deposilors liohi more lhan one-third of 
this del*L So far, insurance investments in governnieut obligahons have 
lieen dii laled by ec onomic necessjity—there is little else to invest in. 
BanlvN however, have little freedom left and the money of their owners 
and their depositors is l>eing increasingly requisitiuiied to finance gov- 
ernment spending. The siime power over insuranc e is now desired. 

Government absorption of savings is lran>foi iiung otir economy inU> 
a system of state eapilalism. The institution of insurance as a privato 
enterprise still blockades the socialist built road leading to government 
oversight of the allocation and disposure of the savings of the people. 

Insurance in depression 

THE RECOliD of the institution of insurance during tlic ilcpression 
years is notable; it might even he called astonishing. 

Because insurance depends so vitally on its investments, it would seem 
logical to assume that the crash of values would prodirf c a large insur- 
ance mortality, In^lcad^ liowevcr, private insurance maintained its sol- 
vency and stability better than any other private enterprise, and certainly 
belter than most governments, 

ft is fair to say that the institution of insurance under private manage- 
iiicnl and control averted a much worse financial disaster than that whii4i 
occurred. For several years it was llic bulwark of our capilalislic system. 

It is true that soine insuranc*e failures occurred, !>ut compared to other 
industries of similar chaiatten especially banks, tliese failures were 
negligible Imth as to the amount involved and their incidence. 

Kvident^e of insurance ^tability in the dc|jression period is to he found 
in tlie reports of tlic UtHcm^ti uclit>n Finance Corptuatimu organized to 
lend government money to financially ailing industries and institutions. 
The grand total of all loan authorizations to government agencies and 
private < orpruations fiom Fehruar\^ 2, 1932, to December 31, 1938, was 
$1 3,053.92 Of this aniount, insurance rompanies were allo- 
eatetl only 3104,439,1.50.19, or eiglit-tcnlbs of one per cent of the total. 
Actually the Corporation disbursed to insurance coinpanies only 
$90,693,209,81, the balance not being required. Practically all of these 
borrowings liave been repaid- The outstanding loans on December 31, 
1938, were 82,997,204.90, only three-twentieths of one per cent of all 
the outstanding loans of the Corporation, 

This record demonstrates that the insurance investment system, un- 
der state supervision and privately managed, amply safeguards policy- 
holders; that the securities held by the companies were underlying and 
fundamental and did not, by and large, bog down when the test came. 
During ibis peric^d, the federal, state and local governments piled up 
monumental deficits and piled on enormous taxes. On the other hand, the 
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stitiTtion of intsurance, with trivial exceptions, conliiiued to pay claim*?, 

vest in piodLictjve enterpriij^es aiul remain (hoi'DUghly solvent. 

The huge amounts paid to policyholders during the depression years 
l>y the institution of insurance tell a most impressive story. This private 
enterprise did more for relief than did the federal Government. 
1^ From January 1, 1933, when federal participation in the relief pro- 
^|^*am l>egcin, through December 31, 1938, puldic expenditures foi- as- 
Kistancc to jjersons in need totalled $12,871,327,000. In the same period, 
the private life insurance companies paid more than $15,700,000,000 
to policyholders and their beneficiaries. 

It is j>ertinent to reflect on what Uncle Sara would have been compelled 
to do wiihoul private ins^urance help. 

The life insurance record, however, does not tell the whole story. In that 
-^ame six-year period* the fire insurance companies paid out because of 
tosses approximately $2*000,000,000, and the casualty, surety and mis- 
cellaneous lialnlity insurance companies paid out about $3,000,000-- 

000. Here is another $5,000,000,000 which private enterprise poured 
.into the financial life stream of the nation. 

mm No adequate financial summary of the insurance company failures in 
the depression is available. According to Besfs Life Insurance News, May 

1, 1939, failures in the life insurance field involved less than two per 
cent of tlie total insurance in force and about one per cent of the total 
assets of all companies. None of die large companies was involved. 

As to failures in the fire and casualty insurance fields, it can he said 
that these were also comparatively small in amount and incidence; 
policyholders* losses were negligible. 

The pj e^^enl depression is by no means the only financial shock which 
the institution of insurance has sustained and overcome. It has weathered 
several otlrer depressions and has grown continuously through all of 
them. It is the one private enterprise in which the people have implicit 
confidence despite tlje usual Washington propaganda that there is "de- 
^mand" for investigation* 

PP Fire insurance companies often have been severely tested by great 
conflagrations. The Chicago fire of 1871 and the San Francisco fire of 
1906 are well-known examples. Because of its sound and far-sighted pri- 
vate management, the business has survived these catastrophes and, with 
a few minor exceptions, paid all claims. The Ctisualty comprinies also 
ve sufTered from major disasters, hut have not been impaired. 
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Insurance supervision 

INSURANCE is a business affecled with a public interest. As such, it is 
strictly regulated and supervised by the several states. Under ttiis demo- 
rratic system of local control, insurance has grown to its present stupen- 
dous proportions in America. So far it has been miraculously saved from 
the Idighting touch of the dead hand of federal bureaucrat^v. 

With the possible exception of banking, insurance is the patriarcli ol 
supervised business* It began its career as a proper subject for regulatioii 
and legislation more than a century ago. Compared with it, the raib 
oads and public utilities are neophytes in experience. 

It is no exaggeration to say that more laws, rules, regulations niu\ t\v* 
crces have been made in regard to insurance than have been made regard- 



Concerning "failures" 

In the vast majority of cases, per- 
haps somewhere from 75 to 90 per 
cent of all policies covered or affect- 
ed, the liab[litie3 or reserves were 
Immediately taken over by other 
strong-, solvent companies, so that the 
policy-owner lost practically noth- 
ing from those so-called failures, I 
will say practically nothing because 
the percentage would only be a frac- 
tion of one per cent — and you can 
search the records of all kinds of 
business of the United States and 
you will not find one other major 
business with a record that would 
r ven approach that of life Insurance 
daring this period. 

— II' . T. Grant, Pn-sidintt. Amt'rican Ltff 
Cmivcnlipn, Addressing the Fiti^nciai Sec- 
tiiiHt Atncrtcmt Lijc Co»V£-ntii?iif Chicago, 




The v^sqfititV of inmirance makes it 
posisibte for fhi» }/OHn§ womrtn to in- 
sure, not onJf/ the jtjiutls ^he wears 
but her furs, or the family Jtilvcr 
tiiimn.tt moMt hazards — includinff her 
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Fears Federot Invasion 

Cprtnin mriuisilor*: of the federal 
Govern m<?n I hav** ado j tied tactics to 
smear an honorable inBtiiution with 
a stick of tar, unwarrantccfly shak- 
ing the confidence of policy holdera 
and the inventing public. 

We agents f<^el that we have a 
citizen interest In state soVRreignty, 
home rule and local Belf-govemment 
and wo shall resist with others the 
rising threat of federal invasion, 

— 5irf«rj O, Smith, pwrsidi tit Xaiioutii /tix.u 
Mtatt imnw&ncc c&mmhtitmtrf, BUojti, Mtsi 




Btibe Ruth is one of many sport jig^ 
urt^A who fQund insurmwe the ansirrr 
to perstintil xttriHffS. ffis t^amnwtt 
Lou Gehrig J is another 



ing *iiiy oilier liU!-inr?*s, The statutes ( compiled law^ ^ of llie US ^Uilea rtm- 
tain more tlian 1>;WK) pages devoteil to inr^uratiee. 

Iii'^iiranre i> uiiicjiie in the fmi lh;il the |)o\ver nt supcrvi^jori is vesiiled 
exclusively in the stale:*. It is ifie only major iiuhislry of nalioiuil seopr 
uhieh tlie federal Govennnetit tias not heen ahh; to regiihile in Mmie 
inauoer. 

Stale rontro] h Ud^ed on a long line of United Stales Supreme Court 
decisions* The firs^t and most signifieaiit of these rulings was handed down 
in ihe rase of f*aid vft. Virginia (8 Wall, K>8k Thi;^ held that the *^ale of 
irisy ranee is a local transact iaiu governed hy local law. Such a business, 
the Court said, does ''not ix>n.slitnle a pail of the coiTHiieree ht^ween the 
states,** Thi?* tiit*ant tliat insurance was not subject to federal jurisdiction 
under the eoinmeree clause of the Ijnited Slates Constitution, 

There are a succession of similar holdings. In 1913, the Ctiin I cally 
strengthened the case for state su[ier vision hy saying: '^contrarls of in- 
surance are not commerce at all, neither stale nor interstate/' (New York 
Life Insurance Co. vs. Deer Lodge County, 231 U. S, 495. ) 

This is the present status of exclusive slate insurance supervisic^n. It 
is, of course, apparent that ihe group now atlacking insurance is laying 
the groiuidwork f4U' a reversal of lliese rulings by the present Stipn'ror 
Court, Only in lliat way ean they gain control of the business. 

The wide scojie of >tate supfftTision is n(»l generally known. In the 
past rpiarler eenliiry* insurance reguhition by slates has been marked In 
atlenlion to detail uncf(uallctl in the history of Imsiness regulation. 

Decentralization helps growth 

DECENTRALIZED state supervision keeps the eoolrol of insurance and 
its assets out of the hands of any political group or parly. It divorces regu- 
lation from soeialislic schemes or communistic theories. Confiscation liy 
a cciilralized l»ureaucracy is made impossilde. Such a program cannot 
he carried out under the present system. 

State supen^ision also has given the insurance business a w ide latilode 
in developing new forms and types of protection. Since it is a flexible 
•-vstem, opportunily has been given for experimentation. Often tlie re- 
sults have been l^eneflcial and have been incorporated into the national 
structure of the industry. A ll this would be impossible under an inflexibl 
and bureaucratic federal regulatory scheme. 

It is inconceivable lhal the institution of insurance could have grow- 
to its present si/e and strength if supcnision had from tlie l>eginnin 
been centered in Washington, 

State supervision also has prevented the grow ih of insurance monopo- 
lies. There are no such economic monsters in the business. On the olheJl 
hand, federal contiol points to the biggest monopoly of all— governmenJ 
nMinrjpoly. 

The insurance buyer today is fancy-free in his choice of insurance 
lU'otection. He may buy from any company admitted to Imsiness in hii 
state any type or kind of policy approved by the stale. ] 

At least 3,000 insurance companies and organizations of various kinds 
are doing business in this country. In every state there are enough of them 
and enough competing agents to suit the most exacting anti-monopolists 
Many of these are local concerns, operating in restricted territories. 
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The group sponsoring the insurance investigation shows an eagerness 
to dissoredil the system of ^Uite regulation, Lillle progress can he made 
in socializing the institution of insurance until there is some form of 
federal supervision* 

^ Evidence at the hearings has tended to imiieate a policy to substitute 
federal for state supervision. Tl is now known that Securities and Ex- 
change Commission examiners have been for some time going through 
the records of three middle western life insurance companies which were 
victims of the depression. Already the affairs of a small Kansas com- 
pany which succumbed to financial and managerial difficulties Imve Ijern 
presented at the hearings* The plan is to develop an insurance "scandal" 
serial story out of these affairs, and use the situations disclosed as an 
argument for federal, as distinguished from state, supervision. 
^ The principles of private instrrance are the direct antithesis of the doc- 
trines of Karl Marx and his successors. Those who believe in the omni[*- 
otent State, those who condemn capitalism and those who like to plan 
the lives of others^ — they may be classified as communists, socialists, 
pseudo-liberals^ or the like — are aware of this. They see the intimate re- 
lationship between insurance and every other capitalistic enterprise and 
feel sure that^ if tliey can control it, they can control everything else. 
This reasoning is entirely logical. Federal domination of insurance 
cans power over billions* It also offers the bureaucracy an opportunity 
to invade the home* the ofiice, the store^ the factory, the farm and the 
mine more directly an<l intimately than any other scheme would permit. 
There is, indeed, a *'pot of gold" with accessories at the end of this social- 
ist rainbows 

Twenty-five years ago when the Non-Partisan League got control of 
North Dakota, A- C- Townley, its very practical leader, urged the legis- 
lature to confiscate all insurance company assets in the state. He argued 
that, with these assets and with the use of premiums, he could finance his 
slate bank, state flour mills, state grain elevators and state housing proj- 
ects without resort to higher taxes. Nothing ever was done about this, 
but Mr. Townley had the idea long before it gained prestige in Washing- 
ton. 



Agency system under attack 

THE AGENT will he among llie first victims when the federal Govern- 
ment gels a foothold in tlte insurance business. He doesn't yet know what 
is in store for him but the Washington planners do. The hinges of the 
'Exit" door are being oiled and the skids leading out from it greased. 

The American system of selling insurance does not fit in w^ith the 
"cafeteria*' plan which tlie politicians hope to put into operation, Tliis 
scheme proviiles that banks, post offices, and other similar instrumen- 
talities shall be used for the distribution of government insurance pob 
icies. Federal supervision of private companies also would be used to 
curtail the agency system and eliminate the independent agent as far as 
possible, 

A foundation is being laid for a direct attack on the selling system 
at the hearings on life insurance before the Temporary National Eco- 
nomic Committee, No opportunity has been missed to east doubt on its 
economic and social efficacy. Efforts have been made to show that many 



47 



m 




Inaurance of musicians' htmtt^ or 
dancer legf! fjet^^ wide puhUcity^ 
More praviieal are the general health 
policies that no one ever hears about 



Government at work 

Old age insurance benefits of 700,000 
to 800,000 workers covered by the so 
cial security law are in temporary 
jeopardy because of mistakes and 

— A'rii'J item til the tP'asJiiHf7ti>it Pi.ist. X'.KTm- 
bt'T 27, 19 S9 



Trust the people 

Our rulers will beat promotG the Im- 
provement of the nation by strictly 
confining- themselves to their own 
leg^itimate duties, by leaving capital 
to fin(i Its mo tit lucrative course, com- 
modities their fair price, industry 
and intelligence their natural re- 
ward^ idleness and folly their natural 
punishment, by maintaining peace, 
by defending: property and by ob^ 
serving strict economy in eveiy 
department of the state* Let the Gov- 
ernment do this the people will as- 
suredly do the rest. — Macaitley 





Policirs on 3tamp ruUertiowi and 
art ctAlrctiaHU atf* othrr pha/ieii nf 
irmimncr that mo^t people jtcldom 
hi^r or think about 
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agetiU are ipiorant of ihf bu<^inef>$ ihey represiefit, supply no j-ervicc* i 
iu-tifv their ♦ aiuK in gftieial^ are Mtperfliimi*^ 

f ' t f tiiiiiraf ' ■ *fu' (if IIm nhjui-itiif- 

1m hi j!* to . , luly retained, lifr 

atiee agents shoiilc] lie on salaries and n(»t |ntid by coinmis?*iims. Thi^ Ki 
ha$ not lieeii overlmiked by aome acttia t and proHpr<iive agents wlin h (it: 
like lo pel on u poveniment pay roIL and ihry have ^walhiwed il whol' 
\> a reMdl, ^mlitira) pre^^ure alrt ' ^ *h I>eeti brought in M*veral 
ter* not oidy to c^reatc a federal nrv >ysteni but to gtNr llu^ |M*h 

tioner a job, Qmipanies^ aUo lia%'e lieen iniiiortuned by s^onie of lli* 
salesmen tu put ihem on a i^hiry liasts. \ 
Simdarly, if prffM'(***ding*« are rarried out as* plaiin(*d, agent?* of fif 
;uid rasuahy t cmipaiiio uill tir(*onie rr^lIeHH ovn ( h ■ tluit Munr «i i 
underpaid or dist rinunaled against bv the ( onuni*- Unw id fon 

pfii^ation. It is felt lhal surh Miggeslions nilt cause ('onfu?^i(in in llu 
hrant li of the business inaking it easier later on lo eUtninate the ag 
system. 
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Insuronce is said, not bought 

THE American system of selling insuranfe ihrough agrnil^ or o*her 
representatives, honever* is too strong, too deeply fastened to our Koei 
and econoniir bfe, and il^ tnernbers loo l(>yal lo tlie tiusines> lliev sit 
to he niurh afre(ted l»v surh lartirSp Some may suciurnb to th(* lure, b 
most insurance salesmen know that federal supervii^ion ineans> their 
nomie demisic. 

Insuraiire if? soU, not houghL 

The reason the Ameri( an |K»ople own murh insurance i*. tlial it^nn- 
l>een sold lo iheni by agenl^ or olher representatives. It i> the nn^s! rt^. 
markable exhibition of ^ale^^lanship in all hisiury* 

The simplicity of its sidling system has had much !o do with insuran< 
jiuecess. It is a thoroughly democratic system, encouraging initiative and 
individualism. 

I-t*(tple who ri(*cd in**urance do not generally go inlo the market pla* 
to buy it like bHul and clolliing, Sonieone must sell il to ihern; ifi(bnt 
them lo invent. This is true i\i all kinds (jf insuran( e, hut particularly tr^S 
of life in^urauf c. The trenn'tidous scope of American insurance buyiu 
is the best proof of the general high diaracler, abilily, tntelligence ai]^B| 
zeal of the m*^rnbers of the agen( y systenu 

The in^litulifm of insurance as a privately conducted enterprise ha^ 
prospered bet ause it has missionaries in every hamlet, emissaries 
every city and ambassadors in every stale. It reaches everybody ever 
where. 

\ol all insuranre agents are perfect. That is Irue of the perxmnel of 
all human institulions. Even governments sometimes fail in selectinir 
workers. Every activity has it;* quota of unde^^irables, Tlie work of th 
world, however, must go on. The unfit continually are being weeded ouL 
Itusine^ cannot grow where the cult of in( omj^etenry prevails. The grow th 
of insurance shows that il^ selling force must of necessity be highly in- 
telligent and honest generally. 

The institution of insuratice has Iieen a pioneer in educating its ^alelH 
men. In recent years this work has been conducKnl on a more exlenfsiv 
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cale tJian ever before. The companies know tljat adequnle seiTice to 
olicyholders is a necessity and that only we]l<infuimecl agents or repre- 
entatives can carry on such work. 

Many life insurance companies conduct schools for agents in their 
hranch and district offices and general agencies. Those working out of 
ihcfse offices report on schedule for instruction. Edncationul literature 
also is widely distril>iited. The agent who cannot profit by these oppor- 
[tunities finds he is no longer an agent. 

Closer scrutiny than ever before is now being given to applicants for 
agency contracts. They must meet certain educational standards before 
they can start on the job. 

Tlie National Association of Life Undemrlters also assists materially 
in this educational work. It is an association of agents and has branches 
tliroughoul the country. Frequent meetings and conferences are held in 
every territory, the training of agents being the chief objective. Many 
other ctinipany and agency organizations^ national and sectional, carry 
on similar campaigns conLijiuously. Tticre is no let-up in the efTorts to 
teacli agents to be good agents. 

The fire, casualty and surety companies also are continually striving 
to improve the service of their agents. Several of these companies have 
for years maintained schools at their home offices in which inten^^ive 
training courses are given to selected applicants over a period of weeks 
or montlis- They also hold educational forums in their branch offices and 
general agencies, and distribute large quantities of printed material con- 
taining information and suggestions among their agents. 

The fire, casually or surety agent holds a most responsible job. It has 
only begun when the insurance sale is made. He must analyze his policy- 
holder's insurance requirements^ must study problems arising in con- 
nection with every individual risk. He must devise a plan for protecting 
the buyer against all hazards* 

Needs wide knowledge 

THERE are so many types of coverage and kinds of policies in the fire, 
casualty and surety lines that the agent serving a big industrial estab- 
lislrment or a department store not only must he informed as to what is 
needed but he must have a good knowledge of insurance law. In many 
instances the insurance requirements of clients are continually cluing- 
ing, and the agent must keep abreast of these and maintain an almost 
daily supei-vision of tlie account. In the casualty business the agent must 
have full knowledge of laws governing liability, of laws regulating autfi- 
mobiles and highway traffic and of state workmen's compensation laws. 
Such irdormation is necessary if be is to provide proper protection to 
clients. In the surety and fidelity bond business there are also many com- 
plications which require agents of supei ior intelligence and aptitude* 

In the fire^ casualty and surety fields there are also many organiza- 
tions of agents devoted largely to educational activities. Hardly a town 
of more than 10,000 is without an agents* association. Each state also 
has its organization, and tbese are all headed by the National Associalioti 
of Insurance Agents. 

The mutual companies writing fire and casiialty insurance have the 
American Mulual Alliance as their central organization. It conducts cam- 



Fire and casualty assets 

The Spectator Yearhook ^ives the 
total admitted ass<?ts of 608 fire in- 
surance crimpanies of all kindi^ at the 
end of 19S8 as $2,816,819,718. Of this 
amount. $1,211,932,477 was invested 
in bonds—about 42 per cent. Stocks 
accounted for $1,044,557,302— about 
37 per cent. Unlike life insurance, 
fire insurance companies must keep 
their assets fully Jiquid so that they 
may meet an unforeseen catastrophe 
such as the San Francisco fire. 

In the case of casualty, surety, ac- 
cident and miscellancouts companies, 
the investment situation is more 
akin to life insurance. These organi- 
zations often have uncertain and 
long deferred liabilities. The 193S ad- 
mitted as^sets of 310 companies in 
these classiflcatioris totalled $1356,- 
853.069, of which .stocks represented 
$334,535.888 — 18 per cent. Bonds rep- 
resented 51,005,441,089—54 per cent. 




Insurance helped devise the btiildintf 
codes which protect life und heulth 
in jnodem cities and towns 




^ siitffeon^s invent men f in itijyfrw- 
ments can he ffutirded ugain&t t099. 

So can a aah'^smatt*^ mtttples 



Pro secy tiort, not inquiry 

No opportiiniti^»s have be^n given for 
companies lo reply to iniimualloi^s in 
questions as to their practices, nor 
have the witnesses been perrnlttcd 
to make fulJ statements while an- 
swering trick questions propounded 
to them by the counseL In fact* the 
tenor of the inv^esti(^ation that 
of a prosecuUon rather than an im- 
partial inquiry, and anything of a 
critical character has been head- 
lined and publicized through ever>* 
facility at the command of the S. E C. 

— Statrmt'ttt hy AmeriLiiff Lift- 



paigiis enioiig the rcprcsenlatives of the*?e conipaiiic? and UoUls wvvU 
ings at various points ^stressing education. 

In every p<>>>ihle uay, the iii^^litution of inj^uranre is trying to improve 
tlie quality of the human material which :^erve^ it and its pulicyhohlers. 
Its educational efforts are ah eady far ahead of those of many other major 
private industries, certainly far ahead tif govemmeiils. 

The attack begins 

THE SUR\ EY that has !>een made of the social and economic importance 
of the institution of insurance has lieen a neeessary (Hclude to an under- 
standing of tJie attacks now heing made on it. Reference has heen made 
lo the amljition of ihe ( f)llectivists to get eonlroJ of this husiuess for the 
purpose of thus cotitrolling all husiness, and for other purposes. The cam- 
pa igii directed toward this end is being actively conducted in Wasliington. 

The Temporary National Economic Committee is now engaged in in- 
vestigating ]ife insurance. The evidence presented at various hearings 
heginning last Feln nary has heen galliered under the diret tion of the 
Seeurily and Exchange Commission. It is phiin from a reading of the 
t e s t i m o n y what 1 1 1 e <i 1 1 j crl i \' e s a re : 

L Make a case fur supervision of insurance by the federal Governmert, 

2. Sugf:est the etimination of the agency system. 

3. Obtain material upon whirh can he based a rct!oniniendati(>n for some 
type or tyj>es of fcfderal Coveriniient ojicraled life insurance in cnm- 
petition H'ith private companies. 

These are the obvious, immediate objectives. Government ownership 
and operation of a]] insurance cannot help lait follow. 

Federal supervision is to be inaugurated by giving the Securities ami 
Exchange Commission authority over insurance investments—the heart 
of the Ijusiness^ as a private enterprise. 

Government life insurance has I>een proposed by Senator Wagner. A 
so-called government *injria) insurance'' scheme was presented to the 
Temporary National Ec^ononiic Conuiiittce by the actuary for the Social 
Security Board, at the rctpiest of the Securiries and Exchange Commis* 
sion. The plan calleil for compulsory contrihutituis "'from everybody la 
the country, man, woman and child.'' Systematic attempts are l>eing 
made tu discredit the insurance agent; to show^ he is useless. 

The phinners recognize that the institution of insurance is a private, 
free, national enter|)rise which so far has escaped federal control. They 
know' it is the backbone of the capitalistic system. Thev are aware that, 
over a long period of years, this business was created and developed by 
I lie people themselves for their own protection and motivated by tliair 
confideiH^e in the insurance print iple as established in their free economy. 

All ol this is contrary to the philosophy of those who believe in the 
tnirsemaid theory of government. Nu private enterprise, thev argue,, 
should have such freedom or such an economic and social foothold. So 
they have begun, quite logically* to devise way^> to alter the situation. 

The first problem is getting the Government's foot into the banking and 
insurance door. Once this is accomplished, the socialist advocates of 
government ownership believe it will be easy to break in and seisse the 
premises. Occupation of the premises will give control over nearly every 
productive enterprise. 
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The plan to tian:?ifcr llie American insliliitlt>ii nj' itisiiiaiict' Innii pri- 
vate ownership to federal ownership has Ijeen skillfully worked oiil by 
its pronioJers, It is not the visionary scheme of professional reformeis 
and crackpots — the 'iunalic fringe" as Theodore Roosevelt called them. 
Investment regiilalion by the Securities and Exchange ComTtiisjiton is 
scheduled as the first objective. Thi^ is to he tjuickly ftilhjwed hy federal 
supervision in place of state supervision. Federal coinpetilion with life 
insurance is to run conciurenlly with these plans- The final step is com- 
plete government ownership of all insurance and the control and alloca- 
tion of insurance assets. 

The groundwork has been laid for this ambitious undertaking hy llic 
establishment of the so-called social security system^ including com- 
sory payments by employees and employers into the old age pension 
and unemployment insurance funds. The Treasury Department's ^'baby 
bond" scheme, whereby the Government solicits savings subscriptions 
from small investors on a ten year payment basis, is in effect an annuity 
system. Already $3,000,000,000 of what might have been productive 
capital has thus been absorbed and spent by the Government, 

The plan to subjugate insurance to conform to this pattern has been 
discussed in high circles, and has been quietly outlined by official and 
semi-official committees and commissions. 

Writers prepare the way 

PERHAPS the first material evidence of this plan was the publication 
in 1933 of the forerunner of a series of books and pamphlets severely 
critical of private insurance, and particularly of life insurance. It didn't 
just happen that the author of this book, entitled ^'How Safe is Life In- 
surance?" was L, Seth Schnitman, identified on the cover as, "Formerly 
Chief of Division of Suney of Current Business, United States Depart- 
ment of Commerce,*' In his preface (Pages XII and XIII) Mr. Schfiit- 
man says that, if changes are not made (as he suggests in the body of the 
book) in the life insurance business, "policyholders will probably de- 
mand a closer investigation of insurance practices, and this investigation 
may lead ultimately to federal supervision or federal controL" 

Beginning early in 1937^ and coincident w^illi the general business de- 
cline of that year, several of the more militant advocates of political con- 
trol, including members of tlie Cabinet^ went before the country in a 
series of speeches denouncing industry generally and a number of alleged 
monopolies in particular. 

Coming at a time when the people were struggling to overcome a 
peculiarly acute attack of financial melancholia, these diatribes were 
not well received and produced severe political repercussions- 

As a result, the business-baiters were forced into temporary retire- 
ment. From the standpoint of practical political expediency, however, 
when a hue and cry of this kind has been started it c:annot be too abruptly 
quieted. It was therefore necessary to devise some other and less alarm- 
ing method for carrying on the campaign; trust-busting has been such a 
fruitful political issue for all parties for so many years that it must, 
at all cost, lie kept alive. The Temporary National Economic Committee 
seemed to meet the need. 

This committee came into being as the result of a Joint Resolution 



"Unele Sam, insurer" 

If the life Insurance business wiU not 
capitulate and submU to federal reg- 
ulation now, we Americans will one 
day awaken to a new order of gov- 
ernment which can and will derive 
its principal revenues from 125,0D0,* 
000 policyholders. 

Why, then, should not the federal 
Government undertake the existing 
liabilities of the insurance worlds and 
once and for all provide for itself an 
instrumentality which for all time 
should produce revenues large 
enough to defray the ordinary cost 
of government? 

Why shouM not the federal C^ov- 
ernmentf hi its growing omniscience^ 
enlarge the scope of its rising social 
conseiousness to the point where fed- 
eral taxation may be materially re- 
duced and perhaps entirely elimi- 
nated by taking for itself a monopoly 
of life tui^urance? 

— How Safp ts Life lu^iutaticc. 



let Government do if 

No need for futile attempts to regu- 
late the present life insurance busi- 
ness. Just authorize the Government 
to insure aU of its citizens at reason- 
able cost to promote the general wel- 
fare, and see how quickly the citizens 
will respond. 

Have the Government insure all of 
the citizens of the United States in a 
reasonable amount as a recognition 
and benefit of citizenship and have 
the cost taken care of by the Govern- 
ment as is done with any other item 
of national expense, rather than by 
the collection of separate premiums 
from imiividuais, 

— /t^/jii FratU'fiu Caikift 
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jj^is^-ed l»y lioth hranrlip^s of CcmptO'* and approveci June 15, ]9liS, II 
wa*^ inlrcKliKed by Senator Joseph C. ()*MalnMiey, of VtSoming. Tlie 
Committee i*j most curiou^ily const it uled. It;* tneinbersfiip i ii*'lm!e> tliree 
Senators, three Representatives, and one represeiittitive earli froiTi the 
folhmtng six governnienlal orgtinizations: Jtistire, Treasury, Labor, 
Comnieree. S€?eiirilie& and Exchange Commission and llie FetU'ral Trade 
Commission, The duties of the Committee are defined sperifieally in See. 
2 of the Joint Resdbitioiu as fol]o\v>: 

(a) Tn riittk*- a full and <'i>ii>i>lHr studv and iiivt^li^iattrm \uth rfsprd to 
tht* matlrrs referred tii in the Pri^idffVl'ft niessajie *if April I'Xiii, uti 
tnonoptilv and the cuisceiilralion of econoniie piiwer in and finanria! mti- 
trol over prndurtion anil disirihution of poods and MTVtres and |o hear and 
recrive evidence ihereoa. ^ilh a vien Ux determining, hut nithout limthiiion^ 
(I I the cau!4i^ of such coiuentratioii and control and their efTeel y(>on 
conipetitiun : 

(21 the efTect of the exiting price systenj and the price piilicies of in- 
dustry upon the general level of trade. up"Hi em ploy men t, npon lonp-ferni 
profits, and upon cnnsumpliou ; and 

<3) the effect of exif^ting tax. patent, and father grtvf^rnnienl poli«*ieH n]iiMi 
competition, prii'e levels, unemph>y nieiil, profits, and ctitiisuinptitm; and 
shall iniesti;iate rhe suhjert of gtnerninenlal adpj*'tmenl of the |iun li^sing 
power of the dollar so as to attain 1026 commodity price levels; anfl 

(li)To make reecinimendation lo Confzress ivilh respe( t to le*!isLnit*n 
upon the fiireg«*ing j^uIijecLs including the improvernenl of anti^lru^^t jjoliry 
and procedure and the eslahlishment of natiofial standard!^ for eorporaUons 
er^pa^ed in commerce among the slates and with foreign nations. 



The joker in that Seelion will bt* readily discovered in the words in 
sulHlivision (a). *1nil with*Mit liniitalionp" The sky seems lo be the in- 
tended ceiling of this investigation and apparentlv the floor lia> lieen re- 
Tno\ed. 

The ConHnillee \\ i- <>TiMftt/r<l with Senator ()*MaboTiey as ebairinan* 

Preliminary tactics 

IN PREPARING for the hearings, tlie temporary National E(*ononiir 
Committee wanted a New Dictionary, so it called in Stuart Chase who 
prepared what lie called "Preliminary Suggestions for Standardi/Jng 
Terminology^ ov First Aid lo the Layman." It was exclusiv<dy for the 
education of government witnesses at the hearings, lo teach them to use 
^^^good'* words and to avoid ''liud*' ones. Witnesses representing the 
"defen>e" did uoi have the benefit of the new word program. 

The Chase monograph starts out l)y discussing "savings/' The aulltor 
^fays this is a '*good won!, tenderly regarded on the folkways,"" It means 
"tJie share of the individual's annual income which is not spent for con- 
sumers' goods and s€r\4ces/' 

These savings are deposited in ^'savings reservoir^s — insurance eom- 
|KUiies. trust companies'' and the like where I hey are transformed into 
''institutional savings/* These institutions then try to find what Mr. Chase 
calls "investment opportunities/' He adds that "investment is a *good' 
word/* ''^Hoarding" h classed as a "bad'' word, 

Mr, Cha$e has much to say about the **good" word "investment/' 
"Serious confusion arises/' be confides, "unless the speaker makes clear 
whether he is talking about physical invc-tmenl — stuff you can kick with 




The fuTjner tvtts for yearH f*m of the 
ehiff bt^nt'ft4*utrim of the inmimncr 
system. In^ntmnce money u^its ofi^n 
thG only capiful avaitabte to him 



At eKpense of taxpayers 

The eviiit-ncc introduced In regard to 
Industrial life insurance would in* 
d^cate an Intention to recommend 
the introduction of a bill whicli 
&B its object tlie virtual elimmation 
of all private industrial life Insur- 
ance in the United Statos by enlarg- 
ing the i*cope of the activUlea of the 
Social Security Board to provide for 
Buch industrial life Insurance at the 
expense of the taxpayers of the 
United States. 

— Statement hy A*nericam Liff 
Ccmrriiiioif, Ckkoi^G^ HI, 
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^'oiir fool, or financial invej^lnienl — stuff yun vim cruniplr in your hand/' 
The aullior ilue&n*l like such terms as prothmtive enlerprise, rapital 
goods^ produt?ers* goods, capital outlays, wealth, assets and many others- 
He doesn't tell why. Also on the taboo list are ''capital," ''productive 
I'apital/' "productive investuK^nt" and *VapitaI fornialion/* "Self- 
liijuidaling inveslment/' on the other hand, he isays is a '"good" term. 

Mr. Chase also is not on good terms with the word '*debt.'' He says it 
^is a very 'bad' word in the folkways." In his opinion **it is important to 
keep debt and investment closely associated throughout these hearings/' 
"Spending is a *bad' word/* says Mr. Cfiase, ''Avoid it like a copper- 
bt^ad," He suggesl?s that government witnesses should use such terms as 
^'government running expenses" aiid '"government plant/'' "Always re- 
member/' he continues, "that every dollar spent by the Government is 
usually a dollar of sales on the books of some business man- Keep spend- 
ing firmly associated with sales, w^ages, purchasing power — all 'good' 
words/* 

He adds that "'economy' is a beautiful word" hut that ''the act of 
economy should not be regarded as an absolute good, hut only a relative 
good, depending on the evils inevitably bound up with it/' 

Investigating economic power 

IN ITS preliminary report datc^l July 11. 1939^ and headed "Investiga- 
tion of Concentration of Economic Power/' it is set forth that "the Com- 
mittee has approached its task solely with the intention of coordinating 
and simimarizing as nnicb factual evidence as possible on the operation 
of lire economic system/* 

Its first action in carrying out this task was to assign to the various 
organizations represented on its membership the duty of preparing 
and presenting "factual evidence" regarding certain business enterprises 
and institutions within their particular jurisdiction. The Securities antl 
Exchange Commission, says this report, 'Svas asked to deal with the 
financial side of business, with particular attention to insurance, bank- 
ing, and the use of the corporate device/* It must be noted that tlic 
Securities and Exchange Commission was created by law to regulate 
stock exchanges- 

The rules governing procedure adopted by the Committee have given 
to the government organizations represented complete control of the scope 
f the investigations and the manner of presenting evidence at the hear- 
ings. The rules provide that hearings shall be based on data and evidence 
'\'olIected as a result of the investigations and assembled by tlie various 
departments and commissions represented on the Committee-'' 

These agencies were given power to select witnesses and also to con- 
duct their examination* The witness must confine himself to answer- 
ing questions- He may not substiUHe prepared statements for testimony, 
*'nor will prepared statements dealing with facts he allowed to he intro- 
duced at the hearings except with die consent of tlie department or com- 
mission making the presentation, unless the Comniittee in particular 
instance otherwise orders-" Witnesses also may not be examined or cross 
examined by their own attorneys- 

This is a one-way street. TrafFic is kept moving in one direction toward 
ead end— federal supervision- 
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Mr Nehemkis, apt pupil 

T.N.K.a EXAMINER PETER R, 
NEHEMKIS, JR.: "Vt, Hansen— I 
take it that you meant by 'capital 
stock* physical plant — something 
you can kick with your feeL" 
DR, HANSEN: 'That is right/' 
MR. NEHEMKIS: "As distinguished 
from a piece of paper which you 
cmmple in your band, Is that cor- 
rect?'' 

—From Recitrd of ^,A^£X^ ht^aria^s 



■ A 

Modern workmen*^ compensation 
iaws ttm made pmsible because of 
the ri'settrcht-s and milintj energy of 
injfUrance men 
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— (/nrjrtioM So, Itt Intvtrant^ 
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I hi§ i»cl-up wa^ planned iKi lJ>al the [larlieipaling government agenries* 
iniglil dir* * * ' ' tliMe uilh the «i<Kniil and 

iHTmofnic \ ' I ' j Oil ha> U'en mijile tiM nn 

fine the inquiry lo the ol set forth in the Joint ReMihilion. 

I-ife insiuranc^ was fir^t on tlie agenda of the Securities and E%chai|^ 
Conimisi^^iion. It uppointed a large ^taff of inve^iitigatorB and staliHti< ia' 
and aJMi a >f*ecial roun>eL The ro*»|>eratiun of the rompanir^* was fret 
given. Thry were glad to help in any %%ay in what tJiey helirvt*d lo In 
fair and legitimate in<]uiry l*y an authorized and *fcniinplv impartial 
govettiment agency into the Amerii an erononiir !»y*»lefiK ^ 

7 hen eamedtjiilliLsionment. A legion of intiui?*itors. armefl nilh |ien< 
and |M*n^^, *' !»'d Upon the ofliio of lh<* pt irii i]Kil life in^^uranrr r 

panie^. All ^ the in\e>lipatif»n had Imvii ad\*'ilised as an iiive'-tni 
Mudy only, the Security and Exrhange Commis^^ion ^leuthsi conceotra 
on tonipany hii»iinei!»^ reeords and iorre^iMiiulenre files* They jirnitini/ 
perMuiat letter**, ronfidenlial menioranda, inler-ofTiiT rommtiniratin 
an<J otUvi similar material wherever found, ll wa** the greate^^l fisliing 
cxpeiiitidii ill all lii'*t**ry. 
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Legal rights don't help 

GOOD lawyers eonlend that no legal right existed for mm h of \hU \** 
fnrmanee. It wa?^ more in the order of a 'indd-yp/' Nowadays so-ralltil 
legal rights arr littlt* protection to per>ons or rorijoralion** against gov- 
ernmeiil invc^lipal^o^ls. Those who piolesl are damned ll^ "ohstriiiiiurt 
i^ts*' and '*prinees uf pri\ilege/* or c\eii worse; if they ihi rom|jly, th 
ate dii?ere<lited and held up to pulilie s^xirn and riilic ide. 

The Sec urifies and Exrhange Commission also sent out giant <pM 
lionnaires to all legal resc*rve life ioHuranre r oni(ianirs. Thenp mjuiir 
answers to thousands of tpiestions iind the produi liuii of mountains of 
statistical material. The first of these, dateil Septemln^r 8, 1938, consiii 
of a mere eight pages devoted chiefly to rt^tjucsls for historic al inforr 
lion and similar routine. 

Then ranie a fuaintnolh *'Irnc>luM-ul Our-li*>nnaii<*/' folhrwed hv 
''Suppleiiiental ln\e>tmcnt Qiiotioiuiaire/' Conihiitrd, the>e representg^ 
1 19 long, legal sized, mimeographed sheets. ^1 

To indicate the minute detail of this curious and ]>ondeious inquii 
this question is illuminating: 

Firsst Section — Subdivision 17— page 5: 

Statr whnher llir Di-claratit rinpl^n^ pf-rson^i pfinripal iitil^ 

assisting the Declarant in obtaining opporUuntieb for in\ej%lnient hy priv^^ 
negotiation. If the answer is in the affirmative^ state the numl)er of 
|M?rM>ns, the cilia's in uhi< h they are a< tivf*, ii ifir territory ha.-^ l»ce^ 
assigiicd and the s|irf ific fmanting which has been oLtained in part or in 
whole through their efforts. 

Ill this connection, it is well known that tlie Securities and Exchange 
Commission is very unhappy o\cr the fact that several large and sound 
corporations recently have sold privately wlmle hoiid issueii lo insurance 
companies without the ne(e:?siiy of going through the expensive 
tedious rigmarole requiretl hy that hcKly. 

Insurance companies are not complaining about some of the questi 
asked in this investment inquiry, ^^lo^i of this kind of information, how 
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ever, was readily available to Hie iiivessti gators in llie reports of state 
insurance depart meats and varions annual statist leal inibliealions relat- 
ing to insurance. The broad scope of the questionnaires, oil. the other 
hand, indicates to those who have studied them that they were prepared 
for the purpose of establishing a case for federal insurance supervision 
and operation. 

The 33-page "Sales Questionnaire" is another example. It seeks 
minute details of the selling systems of the legal reseiTe life insurance 
companies. *'Home Office Management''' is first explored. The companies 
are required to state the number of managers, supervisors and agents in 
the field for each year from 1925 to 1938, Inforniation a!)oiit the train- 
ing of agents, the manner of their selection, cunimissions and expenses 
paid, and details of all selling costs are asked for. The supposition is 
that this data is to be used to demonstrate the claims that the insurance 
agent is useless and that selling costs are excessive. 

That a definite plan exists among the collectivists at Washington to 
bring about the socialization of insurance under federal auspices reason- 
ably may be deduced from the testimony produced at the public hearings 
on insurance conducted by the T,N,E.C» Since last February there have 
n five series of these bearings. 

"The scienfific spirit'' 

THE investigation opened February 6, 1939, with the submission of a 
general statement of objectives by William 0, Douglas, then chairman 
of the Securities and Exchange Commission: 

From the start it has been our desire to conduct this inquiry in as scien- 
tific a spirit and in as objective and impartial a manner as possible* 

Many of the witnesses representing private insurance companies feel 
that these promises have not been kept. They contend that the "scientific 
spirit'' is strikingly simihir to that of the medieval star chamber. They 
acknowledge, however-^ that the proceedings have been '"objective" in that 
they have been directed chiefly in making out a case for federal inter- 
ference with their business. 

The investigators have not gone into the acconiplishnients of the in- 
stitution of insurance- They have ignored the social and economic bene- 
fits, through good years and through depressions, which have accrued to 
tlie people through the functioning of this private enterprise* The inquiry, 
on the other hand^ it would appear from a study of the testimony, has 
|. solely been devoted to adverse criticism. 

The Security and Exchange Commission examiners apparently have 
had a grand time with their new toy* Harassing business is a popular and 
engrossing pastime in Washington. These investigators proudly and 
openly say, in the quaint "scientific^* argot which pervades Washington^ 
that they have lieen engaged in digging up 'Mirt" and that more is to come. 

After the statement by Mr. Douglas al ihe opening hearing he intro- 
duced Gerhard Gesell^ counsel for the Securities and Exchange Com- 
mission insurance study department, assigned to tlie duty of presenting 
the evidence and examining witnesses. 

The first person called was Donald Davenport, special economic 
consultant to the insurance section of the Securities and Exchange Com- 
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Gerhard A. Gesell is noio about .10 
years old. He uppears as attorney for 
the Securities Exchungv Cornnns- 
sion Ut publia hearings htiviyit^ to do 
with insurance before the Tempo- 
rary Nnt tonal Economic Committee, 
He is tx tiative of Nev) Hiwen and a 
graduate of Vale Law School He has 
been with the S,E,C, on the sta^ of 
the General Counsel siftce 19 S 5 and 
hdJi been active as a trial iuwyer in 
enforcement cases 



Suspicioifs? 

A a to each puljUc relations counsel 
employed by the Declarant during 
the calendar year 1938 or th<? first six 
months of 1939, give the name, the 
reason for emplosrment, the amount 
of remuneration, and the amount of 
expenses incurred as to which reim* 
hursement was made by the Declar- 
ant. 



^Qttesti&n ATc* 12, Insitrmtc^ 
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January, 1940 

mis^sion and associate professor in business statistic*!* at Hanard Univer* 
sity. 

Dr. Davenport presented a mass of conventional slalisiiral material 
desipned to eslaldisli the size and eronomic and sot^ial ini[M>rtaiicr 4jf lite 
iri^^iirance. He showed, for illustration, tliat, of llie SI6 kOOO.()0(),{KX» in 
life insurance throughout the world, SI in.OO()JM)n,(KX) is in force in the 
United Slates, England coming second with S 1 6,8(M).(XXX0()0. He also 
-aid that the income of life insurance com|ianies from all sources, 
jHcniiiims, iine>tment income, etc, had int reased in the Ignited States 
from $23,0()0,t)()0 in 1865 to S.%257.(XK)i)0(> in 1937, Dol ing the in- 
leival hetween ISW and 1937 our population increased 100 per cent 
and life insu Lance in force 2,500 per cent, 

"Bigness" must be shown 

IHK early testimony Ha> fliicrlcd rnairdy tu showing liow hig the life 
insurance business is from the staoflpoini ol investments, income and pro- 
lection afTortled. If a monopoly ctiarge is to be made, a background of 
l*igness is essential, Collectivisls contend that all large concentrations of 
tlie savings of the people prodiK'e concentration of economic power whie^li 
Oovernment must always destroy or regulate* At the hearings, the con- 
fidence the people have in private life insurance, an enterprise of their 
own creation, was not touched upon. 

Another table presented showed that from 1918 to 1937, incUisive, 
the legal reserve life insurance companies received income from all 
sources of S20,9(K),0()0,tMK) in excels of all disbursements. The answer 
was that this money is necessary to build up resen es for the protection of 
policyholders. 

At the afternoon session of the opening day Dr. Isador Lubin, com 
niissioner of labor statistics representing the Department of Labor on 
the Committee- asked Ernest Howe^ chief financial adviser for the insur- 
ance study, then on the stand, this ipiestion: 

DR- LUBIN: 'VLcl me put it this wav; In *)rdcr t«) meet the liabilities of 
the campanies as they occur, this S2l ,tKXJ,(.KK),lKK> theoretically could have 
t>eea non-exislenl and the insurance companies could still have met their 
liabilities?** 

MH. HOWE: 'AVell, with respccl to the period under re\ iew, thai is, 
histcfricatly, in thi^ i.>eriod when life insurance hai* grown at such a rapid 
rali% thai has hccn the conditiun. I flo think ii h fair to assume that the 
reserves are iit»l a neces*^ars part nf llir i^^litulit)ll." 

SJiorlly after the hearing^s. Senator Joseph C. O'Mahoney, chairman 
of the Committee, issued a statement, under dale of Feb. 27, 1939, sum- 
marising the testimony and his conclusions. Referring to this excess of 
receipts over expenditures he called it 'Velvet." 

The Committee heard nmcli tej^timony to the procedure employed"^ 
in electing directors of mutual life insurance comjianies, policyholders in 
.such cases being the voters. How directors are nominated ccrid l>alh*led 
for was described in detail- 
In the normal course of events in any such investigations the managers 
consider a startling publicity feature essential to attract attention to 
what otherwise might he considered rather drab and technical proceed- 
ings. So veteran followers of such affairs were not surprised wlien, al the 



The tiiun who buys a candid carrier a 
finda iit^uranve readi/ to pmivct hin 
irtve/ttmrnt in ht^ hohbtf, Tht' fjolfer 
ma.v also prof eel hin eqittpmt^nf o> 
his liatiHttf if he cares to 



Dr* lubifi prints o book 

"The Mnssachii!iett.s System of Sav- 
ings-Bank Life Insuranet?*' was the 
title of Bulletin No. 615 (113 pages) 
issued by the United Stales Depart- 
ment of Labor in 1935 and compiled 
by Edward Berman^ of the deparl- 
ment of economics of the University 
of ininols, Thif? was an elaborate and 
laudatory analysis of thi^ originally 
staU' subsidizcjd project to compete 
with private Itfe insurance com- 
panies. Dr. Isador Ltibin, commis* 
s loner of labor statistics and now 
representative of the Labor Depart* 
men! on the Temporary National Ec- 
onomic Committee, wrote the intro- 
duction. The Bulletin is credited to 
his Bureau. 



Kot ''velvet* 

ThiB not ' veU'et" in any sense. Thf" 
lifference of income over disburse* 
ments represents the increase In re- 
serve lund«? required to secure future 
obligations to policyholders. There is 
j)o velvet or profit for the companies 
'Wcauae whatever savings there may 
have been over that not required to 
insure safety have been paid already 
to policyholdersj as dividends. 

- /-rt'Jtrut: /f. litlvr, ttintrttmn of tlw Heard, 
Mrtfopi/itttiu Lift /ruiirciiRC Ci). 
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Session of Feb, 8, 1939, the great life insurance **scanthir' was miveiletL 
For weeks, special invesligatQ^^^ of the Seeurities and Exchange Com- 
mission had been secretly gathering evidence witli which to startle the 
world. Newspapers had been quietly tipped off to the impending spec- 
tacle. The victims^ however, were kept in the dark. 

The afternoon liad opened with tlie more or less conventional testi- 
mony of Cletis E. Tully, assistant secretary of the Metropolitan Life In- 
surance Co* At its completion, Mr, Gesell called Edward Schurr, an in- 
dui?trial life insurance agent working for the Metropolitan Life Insur- 
ance Co. in New York City, 

Mi% Schurr swore that, in the course of the company's Ijiennial election 
t»f direclors, he liad .signed the names of policyholders la the ballot. 
Twelve other industrial agents followed on the sstand and testified to the 
^ame thing. It appears that these agents, instead of bothering to solicit 
policyholders for signatures to the election ballots^ had concocted, per- 
liaps with others, a labor saving scheme of tra{ling signatures* There w^as 
no credible evidence that llie office managers knew of this and tliere was 
no intimation that the company knew of it, 

p In the course of the testimony. President Lincoln of the Metropolitan 
Life interposed: 

*"'Mr. Chairman, I insist on the right to say that I never heard of such 
a practice, and of course don^t countenance it in any way, shape, form 
or manner/' 

P Senator King asked the witness: "Can you give the name of a single 
person whose name you forged?" 
L Mr. Schurr replied: "No» I couldn't now.'' 

The affair was good for many newspaper columns. One of the Com- 
mittee members denoimced the practice testified to as scandalous. An- 
other characterized the agent's action as "forgery.'* Many who have ex* 
umined the testimony say the whole matter was extremely petty and are 
of the opinion this "show" w^as put on to get some newspaper attention 
for the investigation. It is pointed out that the "so-called*' forgeries had 
no effect on the election of company directors and were of no possible 
consequence to policyholders. 

Other side not heord 

THE DAY after this testimony Mas concluded, a group of 100 Mt^trn- 
polilan Life Insurance Co, agents from New York City aud Pljiladelphia 
appeared and asked the Committee to permit them to be heard to deny 
the statements and insinuations that such forgeries were a common prac- 
ce. They were denied a hearing. 
Significant testimony as to the real intent of the promoters of this life 
insurance investigation was that given by Judd Dewey, Boston, deputy 
commissioner of savings banks life insurance in Massachusetts. This 
system was estaldished in 1907 and permits mutual savings banks to 
issue life insurance policies, limited to $1,000 on any one life. Reserves 
are estal)lished in accordance with usual life insurance practices, and 
these funds, as well as the general operation of the scheme, are super- 
vised by a board of seven trustees appointed by the Governor. The state 
also provides an actuary, medical director and other like assistance. It 
was planned for the benefit of small policyholders, but it is permissible 



57 



Lauds state plan 

MR, GESELL: "In the sparsely set- 
tled areas, Mr. Parkinson, have you 
ever thouj^ht of taking advantage of 
the provisions of the Federal Reserve 
Act which permits life insurance 
companies to sell insurance throug:h 
national banks in towns of less than 
5,000 population 7— Yo\i never did try 
it. did you?" 

MR. PARKINSON: "We never tried 
It, but you agree, I think, that there 
are some thinj^s that we are sup- 
posed, in the practical affairs of the 
world, to diagnose without trying 
and not submit everything to trial 
and error. This is one of the things 
I should be content to decide without 
actual trial.*' 

MR. GESELL: "And yet, Mr. Parkin- 
son, just think how unfortunate that 
would have been in the State of 
Massachusetts, if those who had an 
opinion such as yours had won out 
and savings bank life insurance 
hadn't come into effect, There, be- 
cause some were willing to try it, we 
have a cheap form of insurance 
which is fulfilling a ser%ice, and 
which some people at least find fairly 
satisfactory, because they takt? poli- 
cies in it. Even insurance people take 
policies in it." 

- — Frttnt tlii: rveord iff the T.N .E.C, hetinngs : 
fU-ijinifiatwn of Thomas J. Par ki listen ^ prffi- 
dfnt of ihi- Hanitahii- Life A^sur&uct Stf- 
ciety, by Mr. CiCst*lt 



State plan nat so hat 

How "unfortunate it would have 
been/* says Mr* Gesell, if the state 
plan hadn't come into effect. But 
would it have been unfortunate? 

Justice Brand e is in 1906 wa^s chief 
advocate of the Massachusetts law 
whereby he repeatedly referred to it 
as "workingmen^s insurance,'^ "life 
insurance for the wage-earner" and 
^'another great advance In the devel- 
opment through thrift of general 
prosperity by extending the func- 
tions of savings banks to the issuing 
of workingmen*s life insurance." 

No one ciuestioned hia sincerity 
then or now, his good intentions 
toward the underdog, his mental in- 
rrj^rity. But, as this passing decade 
tesilifles, too many plans, conceived 
in good intentions, go awry because, 
for the most part, they leave out ol 
account the factor of human nature. 

The record shows that the plan* 
which Is now put forward as sorac^ 



lilerj fjf worthy objert ive. 
Kelson U. Hadl€*\% retired Chief of 
the Life Bureau, Insurance Depart- 
ment. State of Npw Yi«rk win'r in 
April 193» 
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in the saviiigi liarilii iiisnrance dc(wt* 

Arcordinii tf> late^it reports of the Cmw 
minstonrr uf ln«.iiran<*r nri't (Tir Cnmnn" 
iioner i>f Haii[ ' 
tbe mml til I J, 

l*citicit:s ;md S'jj. .^n^'-^iii'i. .a : .•■.<. 

In olhar words , after 32 years^ 
4,000 work in gmen availed them^elvi^s 
of the plan w^ith insurance of $250 
each, as against 69,000.000 industrial 
pdUciea in force in the private life 
insurance companies. But hank di- 
rectors and others of equal means 
bought under the atate plan policies 
of $25,000 and annuities of $5,200: 

Many a blue-print in drawn in 
Waiihington today to provide the 
more abundant life and make it '*se- 
cure*' after it is bought, hut absent 
from the chart is the unchartablc 
factor of human nature, One reason 
for the failure of state insurance is 
obvious. No need for an insurance 
agent to testify. We all know that 
the hardest selling is necessary to 
got us to buy the things wo vu^ht to 
buy. 

Trade is not a static aifair When 
selling and advertising: were elimi- 
nated in the state plan to reduce ex- 
penses and thus reduce rates, it was 
doomed to failure. It would be an in- 
teresiting mental exercise to conjec- 
ture how many of the 4,000 industrial 
policies w*ere bought of the state be- 
cause of the assiduous promotion 
and selling of the insurance idea by 
the representatives of the private 
companies. 



(u oblaiij a S1,0(X) polii y from each of 25 haiik^^, llie real limit thus be- 
ing S25,000, Twenty-six hank,s are now writing ihis form of instnance, 
and the sys^lem for y^ars was the beneficiary of a substantial ?^tale s^tib* 
*iidy, A iiimiiar law went into effect this yeai- in New York State, No agents 
are «iuppo!>ed]y enipIoye<] in eitljcr >ta!e. 

For years govemnient ownership advocates have heralded lliis Mass^a* 
chysells exjierimenl as a shining example of wlial might be accomplished. 
Tliey claim in its i>ehalf that it proves that private life insurance costs too 
much and thai the life insurance agent is useless* The W'ashinplon group 
>eeking to lake over all insurance natu rally sees in ibis device a con- 
venient spring-board from wiiich to discredit private enterprise. It con- 
tains tlie two essentials of ibeir program — government i onli td and no 
agents, 

Mr, Dewey was nt>l ticatcil ii> were iru»l nf the life iti^uiainr t \r i n- 
tives, officials and agents, representing private enterprise, who liad pre- 
ceded him. There was no sconi in the attitude of the examiner, no 
attempt to discredit the system the witness stood for, no sarcasm and no 
innuendoes. It was a most friendly interchange and no opportunity was 
lost to bring out that government life insurance is a maivebms instru- 
mentality for tl»e betterment of mankind, and also that the agent really is 
a sort of fifth wheel to the economic wagon. 

Among other things, Mr. Dewey was brought to Washington to east 
aspersions on the conduct of industrial life insurance by the private com- 
panies. Despite ihe fact, however, that ihe Massacliuselts plan was orig- 
inally designed for those of Unv incomes, its acceptaiue by those in this 
classification has been negligible. 

The committee was informed that the Massachusetts savings bank 
life insurance system, after 31 yeai^s of full operation ( 1908 to 1938- 
int lusive), only writes 3 J 63 per cent of the total amount of legal r 
serve life insurance in that state. The 1938 figures, presented in evi- 
dence, show^ $154^88,376 in force in the system, and $1,739,501,983 
for all private companies. It is, of course, not apparent how this showing 
adds to the luster of government insurance or casts discredit on the life 
insurance agent. As of August 31, 1938, tlie savings banks had outstancl- 
ing 82,221 policies. Of thismimhen 1,321 pei sfins w ere carrying S 10,00(3 
and 73 were carrying S21,U(X). The.^e liardlx Icll williin any definition 
of persons with low incomes. 

The circus atmosphere of some of these bearings was not confined to 
the 13 industrial life insurance agents who told so glildy of their forgeries^ 
On August 29 the Committee had as its chief witness Morris H. Siegel 
of New York City, insurance counsellor. 

Committee leorns much 

MR. SIEGEL for some time has conducted a sort of feud with several life 
insurance companies, and bad much to tell the Committee in defense of 
his position* Being t^uite critical as to the manner in which the life in 
surance business is conducted, Mr. Siegel was well received. Introduced 
in evidence were copies of material from his pen and the Committe 
beard a transcription of one of his radio broadcasts. 

Industrial life insurance so far has received more attention at the 
hearings than any other phase of the business. There h a reason for this. 
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For several yearB tlie politicians have been working on a plaii lo adapL 
the socitil security law lo some sort of government operated life insurance 
system. This would have small limits, compete with private industrial 
insurance and be called '*burial insurance,'' 

The designation ''burial insurance" was inlended to have a sort of 
human appeal. It couhl efTectively be promoted as a scheme to help the 
l>onr and the lowly and at the same time would tend to muzzle opposition. 
What politician, mindful of his future, could say *'No" to a plan under 
which good old Uncle Sam would collect premiums from the poor and 
provide in return a fund out of which the funeral expenses of a bread- 
winner would be paid? Such a device, it is argued, would not cost tlie 
Government a cent and charges to policyholders would be smalL 

The industrial insurance investigation developed by the Securities and 
Exchange Commission at the Temporary National Economic Committee 
liearings apparently established the basis for the promulgation of the 
^'burial insurance'* plan. The Commission even went so far as to present 
evidence as to the cost of a compulsory nation-wide 'ijurial insurance" 
project, whicb will be taken up later in tins article. An agreed program, 
however, was to be reported to Congress early in 1940, 



Senator Wagner takes a hand 

THE DRAFTSMEN of this plan forgot to rei^kon with Sen. Robert F. 
Wagner of New York, As author of the Social Security law, the Labor 
Relations act and similar legislation, he has ideas of his own on this 
subject. On November 14, 1939, the Senator "jumped the gun" on bis 
Washington colleagues and associates by announcing that he was pre- 
paring a bill to put the federal Government into the life insurance busi- 
ness on a much more ambitious scale than any heretofore proposed. 

As reported by the press associations, Senator Wagner plans an ex- 
tension of the present Social Security program to provide: 

L The establishment of a federal aTinuity system under the Social Se- 
curity Board from which any citizen could buy a government guaranteed 
annuity up to IS 100 a mouthy 30 per cent cheaper than he could buy the same 
contract from a private insurance company. 

2. The sale of these annuities through banks and post offices in the same 
manner that postal savings and *'baby bonds" are handled. 

Tlie press associations also report Senator Wagner as saying that otie 
insurance official had told him that the private companies are interested 
primarily in amiuities paying more than $100 a month- It also is stated 
that Administration support is expected for the measure* 

The original Social Security Law included a similar provision. The 
House Ways and Means Conimitlee eliminaled it. 

One of the present arguments in favor of the Wagner plan is that pres- 
sure for such a government invasion into the insurance business is com- 
ing from all over the country. The sources of the pressure are not 
identified. This is an old political device for promoting legislation. 

The day after the Wagner announcement, Holgar J* Jolmson, president 
of the Institute of Life Insurance, New York City, pointed out that a large 
proportion of the annuities now in force are for less than $100 a month. 
Mn Job nson further stated that the reports of several companies do- 



"Illusions for sole'* 

The sponsors of the federal annuity 
scheme speak of selling annuities 
"at cost." How is the Government 
going to find out what an annuity 
costs? 

The claim is made that the Gov- 
ernment can sen annuities 30 per 
cent ihcaprr than private compan- 
ies. It 1:-^ I rue that the Government 
can eliminate costs of solicitation 
and taxes. But, at present, such items 
in the cost of an annuity and. in addi- 
tion, all overhead, do not exceed 12 
per cent — an extreme figure — and 
are generally considerably lower. 
How, then, can the elimination of 
such costs reduce the cost of an an- 
nuity by 30 per cent? 

The talk of annuities paying as 
high as $100 a month, coupled with 
the further talk of annuities pur- 
chased by payments of $1 a month, 
is a subtle way of suggesting to the 
gullible, the igTiorant and the unin- 
formed that there is some magic by 
which small pajTnents during the 
years of earning can be made to 
yield fat incomes later in life. A few 
IQgurea are sufficient to blow that 
decoy to smithereens. 

It is a scheme misleading to the 
taxpayer, or the prospective annui- 
tant, or the voter or aJl three to- 
gether. 

— Roy intend Al(?fi'y 




Mtmy a ymtng vuin or woman owes 
the opportunity to rtceive an educa" 
fion to someone's foresight in taking 
out an instirance poUcy 
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FnrfKiffhted auto owners protect 
their own peace of mind and that of 
oth^r drivers with caltiitloH and li- 
alnlUif insurunvc 



Raid info business 

Float a government loan through 
^Buhr fit hondfi, and a direct obligation 
Binerg<?H =bul the Government ^t^ts 
niorii3y lu spend on fmrrent activitit?a. 
Set lip a social a^^curity fund that 
itins into bilHons. and the Govern- 
ment iikewiye gets money to spend, 
by the double device of depa&?tting 
bonds against the social security 
"loan/' the proceeds of which are 
counted into the general revenue re- 
ceipts of the Treasury. 

These are business practice's, the 
latter of which, new in this era, hn» 
its critics in the financial world, 

But now comes a proposal that the 
Government into the annuity in- 
surance business, selling annuities 
aa baby bonds and j>ostal savings are 
handled. 

Mi>re revenue for the Government ! 
More money lo count Into the g^ener- 
al treasury accounts, like the social 
security revenuef An obligation In 
the end, of course, like the ultimate 
social security obligation. But that's 
of tomorrow. What these revenue 
producers are after is money for to- 
day* Much of the structure of today's 
government spending is reared wltit 
no concern for the morrow. 

^Mmtitapotis, Mtnn. .Stat 



********** 

iiig a large anmiily l)iisiiics!^ ^houcr] that W per t enl of Uh'sc contracts 
called for imlividiial paymt^nl*. of lhan §100 a nionlh, Aiiicriran life 
insurance ccinipaiiies are makinp aniinal payments lolalliiig S*>7,529, 12 1 
on 28:1306 indiviilual annuity cunlrart-. an :i\r raj^f' af S28,69 a niontli 
on each conlract. 

He added thai the average expense of writing single premium an- 
miines conlract.*; does not exceed 7^2 pt r cent for diose which pay back 
di\ ideiids to |>olicyfH)hlerj; and 6^ 2 1^*^' contracts which are iioii- 

|>arlicipating* Any savings from this made muler a government amniily 
^vstem would he at the expense of taxpayers. 

Bolli the Wagner piojeet and the rather meager lump sum "Ivurial iii- 
^urance'' sclieme are methods of getting the nose of the hiinpry govt*rii- 
nient camel under the private insurance teuL It is now hclieved in polit- 
irrally informed ( ircles tfiat, afler the annuity plan lias been sufhcientlj 
discussed, it will \m temporarily w ilhdrawn. The 'imrial insurance" jde 
then w ill be offered as a compromise or substitute, and ihiis the way madt 
easier for its approval. Antiuities on a big scale can be held in abeyance 
until the camel gets far enough in lo assure c ontinued progress. 

On Novetnber 21, a letter was read at the Massatrhusetts Insurane 
Society dinner at Boston from Senator O'Mahoney- In this letter br 
(honied that the Committee or any member of its staff is ''promoting anj 
scheme for governmental competition wilh the instirance industry/' The 
letter ha(f been rec^eived just a week (ireviously, which was the day oi 
the Wagner announeement. It may be assnmcd lhal Senator O'Mahonej 
wrote it the previous day and had n<Jt at that time been advised of il 
Wagner plan- 
It has^ however, never l)een charged that the Temporary Nations 
Economic Commillee, as a separate and independent organization^ has' 
proposed or indorsed any plan for federal iiistiram e supervision or opt^r* 
ation. Its function has been simply to hear the testimony and accept tlu^ 
evidence presented under the immediate direction of the Securities and 
Extdiange Conunissifm, an agency of the AdministralioiL 

Insurance for wage earners 

IT IS impossible to sunmiarize here the great mass of testimony pn 
duced in regard io industrial life insurance* This is a lorm of insuranc 
developed by private enterprise to take care of the needs of small wa^ 
earners and others in ihe lower income brackets. Most of the premiums^ 
are paid in small weekly installments and are ctdlectcd by the agents. Its 
immense popularity may be judged ljy the fact that in 1937 it representee 
18.8 per cent of the total insurance in force in this country. 

What ihe Securities and Excliange Commission was plamiing in th 
field of federal life insurance operation before Senator Wagner aii' 
iiounced the annuity project was indicated liy the testimonv of D. 
Bronson at the August 31 hearing* Mr. Bronson is assistant actuary ol 
the Social Security Board and evidently bud been specially detailed to 
gather material and produce a plan. 

Mr- Bronson submitted a table which be had prepared entitled *'Tota 
Deaths in the United Slates atul Amounts of Payments Under An Insui 
aiice System Providing S250 Benefits For All Deaths." 

Questioned by Mr. Gesell, the witness said lhat, tm ilu^ luisis, it AvtiuU 
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cost $!00,000,000 Id pay all ilealli claims in 1940, and ihitfs would Uh 
crease until 1980 when the benefil cuilgo vvould approximate $628,000,- 
000. Expenses of operating the scheme were not included in these esti- 

Mr. Broiisoii also liad prepared five plans foj' the operation of this 
/'ompuLsorv in>suranee scheme. Tlie fir^t would require cuiilrihutions of 
$3-03 *'from everyliody in the country, man, woman and child." The 
cost inci'ea&es as the assessment basis is narrowed and, under the final 
plan (Plan E), it would be $7.55 for each contributor. Mr, Gesell de- 
veloped the fact that under all these plans "everyone in tlie United States 
would be covered.'* 

Collections by pay roll deductions 

MR. BRONSON was asked about the expense of operating such a nation- 
wide compulsory insurance system. He said he could not be definite about 
this, but estimated that it would range from 20 to 40 per cent. When 
possible, collections would be made through pay roll deductions, but the 
plan, it was testified, also would require collectors and agents — a new 
army of tax gatherers. 

It also is significant that, in the examination of company witnesses 
throughout the industrial insurance hearings^ efforts were made to have 
them say that industrial life insurance is in effect "Inirial insurance," 
and not life insurance. 

The investigators explored the life insurance business from every 
angle. They inquired into intercompany conferences. How life insurance 
rates are determined and promulgated was gone into. The Committee 
learned how big risks are handled. Policy lapses and what to do about 
them consumed nmch time. Cash surrender values were examined. 

The annuity system was thoroughly investigated. Group insurance was 
another topic. In this classification, 9,000,000 workers are covered to the 
extent of about $12,000,000,000, It is the most modern of the beneficent 
services of life insurance. Group insurance, as well as industrial life 
insurance, in providing protection to the working classes, occupies the 
same field as the government Social Security system. It is the hope of the 
political control group to consolidate these enterprises under federal 
auspices, thus increasing the Government's field of operation. 

There has as yet been no direct inquiry into the American system of 
state insurance supervision, its efficacy or its economic effect. No oppor- 
tunity, however, has been overlooked to discredit the system and to pre- 
pare a background for the attempt which will be made to substitute 
federal supervision for it, 

This became evident on October 21, 1939, when Mr. Gesell sent out 
I me of the famous Securities and Exchange Commission questionnaires 
to all state insurance commissioners. 

Mr. Geseirs letter is polite and seems to confine the inquiry to "in- 
formation relative to the scope and character of legal reserve life insur- 
ance regulations." One need only read a page or two of tliis 14'page 
document to ascertain that the Securities Exchange Commission wants to 
know a lot of things not specified in the letter. 

Information is first sought conceming the administrative machinery 
in each state created for the regulation of life insurance companies; the 



Assessments^ — no reserves 

MR. GESELL: '"The.sf plans in aU 
cases are somewhat in the nature of 
a group term plan, are they not?" 
MR. ERONSON: '^Somewhat" 
MR. GESELL: "They do not con tern- 
plate the building up of any re- 
serve?" 

MR. BRONSON: ''That is why I say 
*somewhat/ because groyp life in- 
surance does contetnptate buiiding 
up a contingency reserve." 
MR. GESELL: "And these do not?" 
MR, BRONSON: "These do not" 

— IJ. C\ Brotjsmt, wjsislant acttfary of the So- 
fiai S^Ciirit^* Bmt'd, tsurstiptifd by Mr, 
Ccsetl ut the T,.V.ir,C hteariftgs in rr/tsfd 
iti liis fi'iIvTiil autniity Si^hrme 



Looking 40 yeors ahead 

This table g^ives the estimated num- 
ber of death*? at all ag^es among the 
entire population of the United 
States for calendar years 1940, 19*5, 
1960, 1970 and 1980- Also for those 
years it gives the benefit disburse- 
ments; $250 is payable in a lump sum 
for each of these deaths. 

— D* C» Broii^fjtt fit hrariiuj 



Everything ptanned 

MR. GESELL: *'Do you think it 
would be fatr to say that, if such a 
benefit plan as this were closely in- 
tegrated with the existing Social Se- 
curity system, that the administra- 
tive expense could be kept at a fairly 
low margin?" 

MR. BRONSON: ^"To the extent that 
it could be integrated with the exist- 
ing machinery of Social Security, it 
certainly would tend in that direc- 
tion." 



# # # * * 



Seek "'voluntarY'' aid 

I am wrllmfc to invite your coppc ra- 
tion in flllinj^ out the encloaed 
questionnaire whieh requests infor- 
mation relative to the scope and 
charncter of Ipgal resei'V'e life insur- 
ance regtilations. . . . The Commis- 
sion rocoKni7,eii that you are under no 
legai obli eat ions to reply to this queij* 
tionnaire and realizes it can obtain 
the information desired only with 
your voluntary ajisislance. 

— Mr, Gcitil l« tht Cam mu J KM 



Personal infornnotion sought 

(A I Name of olTlcial 
4B> Period of service 

(C) Principal buaineas or psoi-- 

of official prior to election r»r ii ppnint 
ment. with particular reference to 
insurance experience. 

(D) Reason for separation from of- 
15cc, giving full particulars where 
ae pa rat I on occurred before end of 
term, aa in caae^ of removal, resigna- 
tion, etc. 

(E) Principal business or profession 
of offtcial subsequent to t^epai'ation 
with particular reference to insur- 
ance connect: ion.'; and experience, 

to Commisstonrts 




By carrying business insturance, 
ptiriners Ttiatf protect each other 
ti^ainst intcmtption of their joint 
enferpn-sc shQutd either die 
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lillc (if the gupeiTising official, how hr is vhu>en ami the ter|uirrm(Mits, 
any, for holdiiip the office; the sibry thai goes uitli it; the term n{ olh* - 
ami other similar questions. 

The Securilies Exchange Colnmis^iQ^ also wants to know uhetliei tht 
official has actually engagetl in any other business activity tluring hi- 
lerm of office, and lo lei I all ahont it. Information also is desired as i«' 
whellicr the commi^isioner can engage in the inj^tiranre business. 

That, hnwever, doe>^ not hy any meanri cniulurh^ tlie Securities F> 
change Coniniisajon's jirying into the political and business life of 1? 
state insuramre commissioners* Question Ten has real meat in it- Soir 
rather personal information is asked under five headings concerning ear h 
commissioner who has occupied the office since January 1^ 1920, the 
dicated inftu malion lo he ^upfdied separately for each. 

Other (|uestions ha\ e lo do w itb how the office is run, tlie number, dutn 
and tiiiaiification of employees; also the cost of the system and a corn 
parison with insurance taxes. The Securities Exchange Commission als** 
wants to know how many life insurance agents there are and how man 
licenses have been revoked every year since 1929. 



All insurance is involved 

THE Securities and Exchange Commission has not yet heard the fnc 
f a?^ualty^ accident, surely and other insurance services although a plan 
of procedure covering them has been evohed. Having accumulated the 
most assets, life insurance was naturally fiisl. ^| 
The organizations just mentioned are said to write property insuran^B 
as distinguished from life insurance. This distinction is not quite corrcf i 
Several forms of casualty insurance — automobile liability, workmen' 
compensation, accident insurance — cover life values as well as properly 
values. 

American business, transportation and commerce generally depemi 
on such insurance for protection. It js an indispeirsuble adjunct lo in- 
dustry* Every property owner relies on it. It is the foundation of cc 
rnercial credits. It safeguards investments. Banking, on its present sea 
would he impossible without the security this !n>uraiue affords. 

No colleclivist system of government can succeed without <ont'/ol of 
these branches of insurance. With such control, the Socialist miilennii 
will he more easilv attained. 



L'O^I 
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The 1938 underw^riting profit of 300 leading fire insurance companies 
was only about four cents of the premium dollar. This is modest when it 
is remembered that a single catastrophe may wipe out the underwritiM^ 
profit of many years. ^1 

Taxes accounted for more than five cents of each dollar. Computed at 
the average rale of 67 cents charged for fire insurance throughout the 
Ihiitetl States in 1938, the taxes this group of companies paid would 
luivc bought insurance on values totalling 85,500,000,000 in that year. 
In relation to total sales, wholesalers in 1938 paid L37 cents and mani 
facturers, 3*37 cents out of each dollar received. 

Other divisions of the fire insurance dollar include 46 cents for the' 
payment of losses and expenses of adjustment, 25 cents to local agents 
as a service fee and 20 cents for management, prevention, engineering 
activities and so on. 
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Company records show that the average fire insurance agent earns about 
$1,500 a year from fire insurance selling and servicing. In most cases, 
he receives additional income from handling other lines of insurance. 

The institution of insurance in America has j>ioneered in developing 
programs which lessen, minimize and prevent the events and hazards 
wliifli may befall the nalion as a whtilc* The old idea of insurance 
was solely indemnity. The new idea is indemnity plus lumian and prop- 
erty conservation. 

The new idea fills a social need and has a sound economic background. 
Prolonging life, preventing fires and reducing accidents are humane 
activities which also tend to make iiisurance cheaper. If insurance does 
not become the plaything of politicians, it may some day be bought 
almost as much for the services it supplies as for the indemnity it provides. 

Companies insuring the owners of steam boilers from losses due to ex- 
plosion are credited with originating accident prevention engineering. 
Fire insurance companies for half a century have specialized in cam- 
paigns to reduce fire losses. Boiler insurance is not bought today solely 
because of the indemnity it offers. It is bought mainly because its inspec- 
tion system makes boiler explosions rare. 

Fire insurance gives the public many collateral services. It surveys 
and recommends improvements in fii^e departments, suggests building 
laws which w^ill lessen fire danger. It is interested in proper electrical in- 
stallations; helps to prevent arson, maintains the Underwriters Lalmra- 
lories to test and approve building materials and electrical and mechan- 
ical devices. 

The casualty insurance companies for a long time, cooperating Avith 
the National Safety Council and other organizations, have conducted a 
national drive to reduce highway accidents* They have interested tlieni- 
selves in laws, regulations and devices affecting traffic safety. In the field 
of workmen's compenjiation insurance, these companies have for years 
inspected places where men and women work, have checked accident 
hazards. 

This list gives only a hint as to the wide scope and social importance 
rtf insurance activities. It offers many other services. 

The ob|ectives are clear 

THE COURSE of the insurance investigation has been outlined ; its objec- 
tives brought into clear relief. Those who believe in greater government 
control and operation of the business of the nation, it has been pointed 
out, proposed the inquiry and are carrying it on. The Temporary Na- 
tional Economit: Committee is used as a popular sounding board to pave 
the way for legislation leading to federal supenision and management 
of the institution of insurance. The exclusive jurisdiction of the states 
over insurance has been challenged and state supervision criticized. 
Plans for federal annuity and ^'buriaT' insurance programs have been 
formulated. 

Congress evidently had no such objectives in mind when it set up the 
Temporary National Economic Committee, The joint resolution called 
for an investigation of monopoly, not a study of how the states regu- 
lated the insurance business, or the desirability of federal annuities or 
'IturiaF* insurance. 



The American ideal 

If a man does not provide for his 
children, if he does not provide for 
aJl Ihoae dependent upon him. and 
If he has not that vision of condi- 
tions to comfi, and that care for the 
days that have not yet da%vned, 
which we sum up in the whole idea 
of thrift and saving, then he has not 
opened his eyes to any adequate con- 
ception of human life* 

—tVpodrow tVi^mm 




Furlheri7iff its purpose of proteeting 
Hfe and property, insurance hun iw- 
spired classes in safe driving 
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The inve^lJgalioiu it has been semi. IoIIowj? the tradihonal methoil 
of political attarkii on the free etiterpi i^e syslein: di^irrerlit the operatoi - 
arfKi>e sU!^pit;ioii aiul fear, then |>ro[)o>e political c-orUrol and opera 
lion a< a ?^iil>?titute. . 

Two warring philosopliies are al grips in the I nited State;^. It h 
a local affair. We are laught in a greal tiilal wave, sweeping away th« 
hard-won freed*)ms of the individual, anil il is wcn ld^wide, Kconomic di 
lre>s ha^ caused niillion> of the earth's population to li>len to the M*din 
live promises of benefits to come if the inilividnal will tndy tran-fer li 
J iglils to politi< al ageiit;?. Freedom of aciioii, lilw^rty. is thus heiog whilllcil 
away. Under the hantier of "reform/" political anthority is greatly e\ 
panding its functions and centralizing its |iower. Responsihilities of \\u 
r^itizen are delegalt^d to politii a! agents at tlie price of Inan^s age-ohl 
eflorl to he a free -pirit. !o i-njov mdrrrd liltt-rU nnih^r LiW. 
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Oovernmeiif as Santa Claus 

Govern mt*nt ownership Is tb<* pro* 
duct of lotifhj - ' ^ ' ' I ' V - 
I ambitions A 

%Uon, orii K 1 

ice. u Ifi a stu- 

'dult, laii; Hid of car- 

oti the work of the world. It 
la the substitution of government 
l^dcHclts for private prottts- It Is a 
ttubtKirn harrier to indu^^ trial pro- 
j^rt'fls. It hais never created anything 
except jobs. It is di^Ktructi\'e of 
jrowth of wealth and productive 
£>f ^Towtb of debt It is the Santa 
"CJauB idea of K<*V4^rnment, heralded 
by political steigb beU Hngers. 

If reform is - * ,i in our Indus- 
trial .system, !ne from with- 
in. FoliliraJ .-irnt is not a- 
dapled to industriaJ government, and 
industrial g:overnment is not suited 
for political government, Buislness 
is conducted with a higher degree 
of fairneas, equity and justice to 
thos€ who are in It and with more 
^appreciation of its responsibility to 
&rve the public than any similar 
'^governmental enterprise. Industry, 
indeed, is runnmg itjscif when per- 
mitted to do so. better than any 
government is being run. Industry 
is miles ahead of tiie requirement 
of the p€op1e, while most govern- 
ment organb^ations are miles be^ 
hind. 

The conspicuoua government fail- 
ures in the world have been in the 
field of Kovomment ownership. 
Whenever government goes into 
business H goes into the woods and 
l^cts lost» or it detours mto the mor- 
mss of polUics and i:^ swallowed up 
In the mire of patronage and ex- 
pediency. 
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On loword Socialism 

THE ISSLK Jj? Ijeioming elear. Maiiife>liitioii?i ol lUc >lide iiitu 
sorialism iiie more dihi niore ap[>tirent. Everv proriti>e nf the Socialist" 
parly in 1932 is untler way anil apjiruailiirjg luHiliut^nL 

The huh uf the soeialistiL* or tonimunislic ^vheel is tontrol of i(h 
people's savings, the power to allocate finuU hehl in trust hy banks an 
insurance companies. As leaders of the njovemenl here ami ahroa 
have saiiK it js tlie first and most iinporlant step, liet anse such < ontrfJf 
carries wilh it power over all t onimercial and iitduslrial activities. ^ 

The citizen w lio saves over a period entrttsts his savings to any one <fl|| 
3^000 insurance companies. His company invests his savings in wealth- 
producing enterprises under strict state supen isioii. This is in the Ainei 
it an tradition, Tlie cili/^en is mnv confronted with the fust phase uf a 
campaign through *'in\t>tigation" to luing politics into the insurance 
field. As is the custom, the investigators will recomnrend certain gov- 
ernment controls. lH 

Tlie initial entry will he "insignificant**; a little competition here, j 
degree of federal control there, a liltle part in the determination of inn 
iuvestnients shall he made, a lillle hand in the administration of the 
operation itself. But the first steps along this road, as all history, itvu re 
cent events here show, arc never retraced, hut call for further step- 

Policyholders and beneficiaries should he on guard, alert and vigilanl 
to appraise and interpret intelligently present-day tendencies, not onl 
lo prtjtect tlieir personal interests hut also, and more important, to saf^ 
guard an American tradition of ordered liberty under law, the culmiui 
tion of man's greatest effort to be a free spirit* 

For if that tradition is lost lo America., it w ill lie lost to the world — 
it will be a tradition without a counlrv- 
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Coiifjralulatioiis, ''J. B-''I Your ilt- 
purtiiieiit's faster and ijuwU^r and 
Imppit^r sin* c ytiu itis tailed the new 

MODEL M 

CUSHIONED-TOUCH 




COMPTOMETER 




No need to lell you about advantages 
for which the Comptumeter is re- 
nowned: high speed* Contn>lled-Key 
accuracy, adaptability, simplicity (in 
short, "Comptometer Economy'*)* 

The strikingly handsome new 
Model M Comptometer combines 
all the fundamental Comptometer ad- 
vantages wtth a host of new features 
and worth-while improvements! 

Results: Increasei/ figure' work saV' 
mgs thmugh increased efficiency^ Every 
improvement made in this newest 



Comptometer arose from one con- 
sideration — to provide even greater 
speed, accuracy and economy in the 
handling ot figure w4>rk. 

To learn how the new Model M 
Cushioned -Touch Comptometer can 
help you substantially reduce figure- 
work costs, telephone your local 
Comptometer office for a demonstra* 
tion (in your office, on your work). 

Or, if yuu prefer, write direct to 
Felt & Tarrant Mfg. Co., 1712 N. 
Paulina Street, Chicago, Illinois. 



NEW FEATURES OF THE 
MOPEL M CUSHION ED-TOUCli 
COMPTOMETER 

For fosfer, easfer operaffoitr 
Lighter ke^-»troke 
FteKJbt« keyboard 
^^Ppf^per-^ posture" design 
On^ihand Siibtraction 
Imiiravod dii^clmAl palntvra 

for grecfer qa!«f; 
Median jim floated In rubber 
Sel^entlflc sound proofing 

For improved appeargncei 

CanceJIIng lever built Inild* 
ease 

Hew cet«r and modern, tim* 
plinod llinof to Karmonlze 
Dvlth modflfri aff\c9 Interiors 

For mfnJnilied eye-ftrofn; 

No-sl»re iiiT»wer dials 

LarflSft mere legible anawer 
numeral! 

Restful Brejr>gre«n oolor 



"Unforeseen eimits. . . need not change and shape the course of man's affairs" 




GETTING THE JUMP ON TROUBLE 



Ac regular intervals, the bos'n inspects the ship's emer- 
gency equipment . - . checks iife-boat gear, for example, 
for flaws that might cause a failure when this equipment 
is needed. 

Aboard ship it's life-saving gear ... in business ic s 
surance. And, as a new year begins, careful business men 
go over their own emergency equipment . . . their insurance 
coverage against unforeseen events. Changed conditions, 
new procedures, any of a dozen reasons can easily make 



inadequate an insurance program that was satisfactsJry a 
year ago. More protection may be needed in cenain spots 
, . . or, it might be, less. 

GiU in your Maryland agent or broker when you under- 
take this important overhaul His advice will be helpful 
and sound, because he has had long training and experience 
in all phases of casualty and bonding coverage. For re^l 
protection, you need regular inspection. Get the jump on 
trouble! Maryland Gisualry Gmipany, Baltimore, 



THE MARYLAND 



Th§ Maryland writes m&re than 60 forms 0/ Carnal ty insurance ami Sr/rtiy Bonds. Onr IHJHH) MiiryLind agmis are equipped 
to help yQU oh fain protettion agahat mijortieen events in husims^, indintry and ihc h&me* 



o Business Can Escape Change 



We start a year of uncertainty 
knowing that developments of 
business will help the public 



T • A NOVELTY for decoration, particularly in children's 
rooms, is ^^mall cutouts of starSn moonst, and the like of lunninoua 
pa per. They glow in the dark; have a gummed back for easy 
application. 

2 • A DOMESTIC stoker just introduced has no forced 
draft, burns with few cUnkers and at a much reduced stack 
tf^mpemture, Aahes are automatically deposited in dust proof 
containers. Small sizes of coal 

may be burned andj if the current 
fails, firing may toe continued hy 
hand. 

3 • GLOVES of a synthetic 
rubber for protection agrainst 
many chemicals are now made 
with a turn cuff which forms a 
well and prevents liquid from run- 
ning down the arms whon the 
hands are raised. 

4 • A FIRE-RESISTANT wall 
board for marine panelling is 
made of aisbestos, can be painted 
and decorated or veneered with 
wood so that staterooms can have 
panelled beauty with a minimum 
of tire hazard . 



5 • FOR STRIPPING baked 
I namels, varnishes, lacquers, 
paints, japan and synthetic On- 
ishes from metals there is a new 
solution which quickly floata off 
and emu 1 91 ties the coating. It is 
non-caustic, non-inflammable. 

6 • A NEW SCALE for candy 
and small articles operates with 
weights and an over and under 
weight pointer, The scale is ar- 
ranged in a tower with four faces 
so that it may be seen from any 
direction. It has a plastic housinf^ 
with only the weight platter and 
commodity container exposed. It 
is accurate even when slijjhtly out 
of level. 




swung like an axe that holds two lines of type characters. Both 
holder and type are of tou^rh steel alloys. The type pieces are 
held in place by an easily changeable pin, 

12 • A NOVEL squeegee for cleaning water, slush, and snow 
from floors, under tables or cars is V-shaped and designed so 
that while the handle may be raised or lowered, twisting it 
steers the squeegee. With a soft rubber blade it is particularly 
adapted for cleaning large uneven floors. 

13 * FOR PROTECTION against heat when welding there 
is a new compound applied as a paste which is said to protect 
paint, rubber, glass, upholstery, and other materiali^ near the 
spot being welded. 

14 • A TIRE CHAIN for farm tractors has both right and 
left spiral links to prevent tightening up and has a s^igzag type 
cross chain arrangement, 

15 • A HEAR VISION mirror for automobites is made with 

two faces— one a clear mirror for 
daytime use, one glare proof for 
night driving, The mounting is 
such that it can be turned com- 
pletely around. 



.1 




23 • AUTOMOBILE tires are now made with one 
while srd^'wall — the orher side* for imido use where 
it could not be kept dean, is d^rk. 



1 6 • FOR GLASS coffee makers 
there is now made a stainless 
steel coffee filter which eliminates 
inter breakage and paper and 
cloth filters. It is coiled so that a 
valve action allows the hot water 
to come up after which the coils 
close for filtering. 

17 • A NOVEL dispenser for 
htdding and storing butter or 
cheese makes straight uniform 
slices, and closes up so that in the 
refrigerator it prevenlsj picking 
up odors, 

18 • FOR MIXING with oil 

paints a synergist is said to give 
a paint film that's tough, elastic* 
and eKtremely durable. The ftlm 
is highly resistant to moisture 
and chemical fumes and has high 
alkali resistance and is not affect- 
ed by fruit or weak mineral acids. 

19 • A NEW PAINT which is a 
solution of a rubber- like synthetic 
has been introduced for use under 
extremely corrosive conditions, it 
resists acids, alkalies ond salts In 
ordinary industrial solutions. It 
does not contaminate most plat- 
ing solullons. 



7 • A NOVELTY for pipe 
smokers is a pipe that permits 

raising the bottom of the bowl while smoking to keep the fire 
near the lop. It is said to give a cooler smoke, and to elim- 
inate the waste of dottle, 

8 • A NEW ALLOY steel has the unusual characteristic of 
being machineable after being hardened to more than 450 
BrlnelL It is a chrome-nickel-molybdenum alloy designed for 
high tensile strength and deep, uniform tardening. 

9 • A SELF-CLEANING steam valve ha.^ a disc which spins 
immediately before it is closed. Slanting turbine vanes on the 
side are so placed in conjunction with a deflector that, at the 
moment of cioalng. the disc spins long enough to keep the valve 
seat cleaned and polished. 

10 • FOR CLEANING teeth where the brush won't reach, 
rubber is now made and packaged like dental floss. II has 
sUghtiy roughened edges, is flavored, will not cut the gums. 

11* PGR STAMPING hot metals there is a type holder to be 
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20 • A CEMENT for use with 
acid-proof brick in construction 
of tanks, floors, and the like Is 
applied cold. Is highly resistant to aclds» liquids, oils, and fiuc- 
tuatlng temperatures up to 300 degrees fahrenheit. 

21 • AN ELECTRIC knife-sharpener is said to give an excel- 
lent cutting edge in ten seconds. It handles long or short, wide 
or nai^row blades* 

22 • FOR TRIMMING grass around buildings, walks, shrub- 
bery, an ingenious electric tool is so designed that the cutters 
create suction and pull the grass away from stones and walls. 
It is easily operated, has a guard for the ope la tor's safety, 

— WSLLARD L. HAMb^aE 



Eoitoh's Notk— Thii material is gathered from the many 
sources to which Nation's But^ineks has access and from the 
flow of business news into our offices in Washington. Further 
information on any of these items can be had by writing ui. 
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Marketers' Conning Tower 




Seen and Heard in the 
Marts of Trade 



Solesmeri Surveillance 

THE traiiung ot salesmen i!i coming Into 
a stage of almost scientific objectivity. 
Those hunches of the otd-tinie asatea man- 
ager who thought he knew just "what it 
tak^s" and could answer all questions out 
of his own experience are being sup- 
planted by the re,warch method of deter- 
mining facts. Sales manuals are coming 
to reprt*sent the combined experience of 
all men on the slaJT instead of the straight- 
line arbitrary views of one man. 




A good example of this new method 
the recent research by Bertrand H. Can- 
field. in charge of sales training at Bab- 
son Inatilute. With the cooperation of 
buyers, sensitive microphones w^ere in- 
stalled in a number of offices to record 
f?alesmen*s presentations. As was ex- 
pected, a great deal of irrelevant and 
pointless talk was recorded. Many sales- 
men trying to make conversation failed 
to say anything that added up to more 
than the usual chatter of casual inter- 
course. Perfectly normal behavior that 
is, for any one but a salesman since most 
talk merely serves to kill time and con- 
ceal thought. But a satesman is working 
when he is talking to a buyer and unless 
he talks well and to some effect he is not 
employing the technique of the craft, 

Mr. Canfield found that, notwithstand- 
ing all the emphasis on sales training, a 
high proportion of salesmen %vcre not 
effective in handling objections. Most of 
them either didn't know the answers and 
stammered out an agreement with the 
objectors that spelled defeat or else they 
made an argument out of their anwers. 

The Babson study also sought to find 
out just what salesmen do wiLh their time. 
To ascertain this, investigators seated in 
buyers' olBces held stop watches on hun- 
dreds of salesmen. Some of them had to 
wait as long as 23 minutes to see th'?ir 
quarry. Observation of 895 Boston sales- 
men indicated an average wait of 3.3 min- 
utes on Tuesday and only one minute on 
Saturday. Thursday seemed to be a good 
day for calling, with an average wait of 
1.67 minutes, Monday was the next best 
day in this respect. 

Time spent face-to-face with buyers 



averages 7'-* minutes an interview, but 
frequently runs to 30 or 40 minutes. Bos- 
ton insurance salesmen, it was found, 
average 25 minutes an interview and 
make only a little more than three inter- 
views a day. 

Wednesday is the leading day for calls, 
with Tuesday second and Monday third. 
Actual distribution for the 895 salesmen 
was: Moniiay 21 per cent, Tuesday 22 per 
cent, Wednesday 22 per cent. Thursday 
16 per cent. Friday 12 per cent and Satur- 
day seven per cent. 

This decided tapering off in the last half 
of the week Is <lue in part to buyers' con- 
venience but much more to the long week- 
end tendency and its relaxation of activ- 
ity, says Mr. Can field. 

Use of time l ecorders on salesmen's cars 
disclosed thai many of them spend from 
40 to 50 per cent of their time in travelling. 
Late starts, long lunches and early quit- 
ting were common. When shown these re- 
corded time losses, salesmen were able in 
some cases to effect economies m minutes 
by planning their routes better and keep- 
ing at their work more steadily. Mr. Can- 
field points out that an hour of travel time 
a day saved by a salesman earning $4,000 
a year means a saving of $408 a year. 

Another cievlce used to help salesmen 
by analyzing their methods was the ui* 
formal diary. Salesmen were asked to 
make notes at the end of each day giving 
details of their experiences. Good and bad 
procedures were revealed in these notes, 
which enabled suggestions to be made for 
their improvement. 

Buyers for several large industrial cor- 
porations assisted the Institute by rating 
141 salesmen w*ho called on them over a 
period of 60 days* 

To borrow the terminology of modern 
psychology, this is the behavioriatic as op- 
posed to the old introspective method of 
teaching effleiency in selling. 

" Blonk Check'' Buying Attocked 

THE National Retail Dry Goods Associa- 
tion has been seriously concerned by what 
it calls the **blank check'* sales contract. 
Since the start of the war in Europe some 
of the men's clothing manufacturers, an- 
ticipating sharp rises in the prices of ma- 
terials, proposed conditional purchasing 
contracts with retailers containing a pro- 
tective clause that would permit the 
manufacturer to revise his prices in line 
with changes between the time the order 
is taken and its delivery. 

Retailers claim this protective clause is 
unfair and uneconomic. Said Frank M. 
May field of St. Louis, chairman of an 
Emergency Committee of the N.R.D.G.A.: 



ing of risks always is inseparable fr 
£iny buslneh^* (TiitTprlne and tho situatioq 
is no differ**nt at this time. The active prin-i 
riple which operates t*> keep prici'jij under 
control is the fact that, having commuted 
himself to the perfcirmancp of a contract 
at a stipulated price, the bugmess man 
knows that he must go through with the 
contract and conwequonlly all effort is di- 
rected to the keeping of costs within the 
contract price. 

The Clot hint/ Trade JotirnaL a spokes-: 
man for the manufacturers, defends the 
protective clause. It maintains that, m 
these times, when Great Britain is taking 
over all the wool consumption of its do* 
minions for war purposes and when wagea^ 
are rising steadily in this country, costa 
are going up at a rate that makes it 
gamble to fill orders at previously agreed- 
upon prices. No manufacturer can prctiict 
w*hen demantls may be made by the 
Amaigamated Clothing Workers. 

Why Printing Cost Runs High 

A RECENT analysis of 1,012 direct mallj 
advertising jobs by 510 national advor* f 
tisers, made by the Direct MaiJ Advet^ 
ing Association, reveals that waste occ . 
"in large degree" in the use of both pa 5 
stock and printing press equipment. '] 
causes are lack of consideration for sta 
ard paper sizes in planning a job and 1^ 
of knowledge by the planners of pi 
work limitations. 

The survey revealed that T2 per cen' 
all the printed pieces examined 1 
wasted paper stock, 37 per cent of ih 
having wasted ten per cent or more, n 
was owing both to odd sizes and sin 
quantities ordered. It was found thrs' 
printed job which apparently will cut f i 
standard stock will not always do so un 
actual production conditions in a gi\ 
printing plant. 

The D M, A. A. points out that manufai 
turers of press equipment apparently hav 
no standards. In letterpress equipmen 
alone 55 sizes of presses are in use. Aa A 
result, only 48 per cent of the test job 
had utilized as much as SO per cent of tli 
printing area of the presses on which the( 
were printed. One-fifth of the jobs utilize 
less than half the printing are^. Under tli 
printers' method of pricing, a flat hourl; 
rate is charged for the use of the press oi 
which the job is done, therefore waste 00 
curs in running it at less than capar-^^ 




in crude rubber prices, Goodyear Rubber 
Co, has announced a price reduction in 
every tire and tube it makes. Cuts varied, 
the highest amounting to 12^2 P<^r cenL 
Similar reductions were made later by 
Goodrich and Firestone, U. S. Rubt>er did 
not change its list prices but is offering 
larger dealer discounts. 

— FHBO DeARMOND 
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handles the 
important jobs with speed 
accuracy and economy 



CUSTOMERS — those you have and want lo keep — those 
vou\e lost and want back — those you've never had but 
hope to get — the success of any but^iness depends upon how 
they are contacted and cuitivated. 

Playing a big part in building volume and profits for thou* 
sands of concerns are methods readily adaptable in any office 

— Addressograph Methods. Here is an economical way to 
organize all the taci^ concerning your customers and prospects 

— a .simjtle way to usic these fact^ that goes far beyond me- 
chanical addressing! 

Turning customer contacts into profitable sales is an im- 
portant subject the Addressograph Man ^lill be glad to dis- 
cuss with }OU. Call Al>t>HESSOGR\PH SALES AGENCY (listed 

in principal city telephone books) or if you prefer^ write 
AI>l>RESSOGRAini->IULTlGRAPH CORPORATION, Chvehnd, Ohio 

AOORESSOGHArir-MtlLTlGltAni OF t:\!NAII4, LIMITKti, TOBOMTO 



Advefti&tng • Collecting • Cit stonier Lists » Emphnve Hevords • InstaUmeru Accannis • Inventory • Mamtjacturing • Mmibership 
Ordem • Payroll • Prospect LUts • Publication Lists • Sales I^romotim • Shipping • Social Security • Social Service • Siock- 
holders • Assessmanl Rctonfi^ • Motor rvhide Registration • I 'tthltc Service Dilis • UelipJ • Tax CoUaiitm ■ I 'oters Lists 



The Map of the Nation's Business 



By FRANK GREENE 




Business Conditions as 
of December I com- 
pared with the same 
month last year 



NOVEMBER saw industrial activity sustained with a 
levelling out of forward orders. Steel prices were re- 
affirmed for the next quarter, while ingot production at 
94 per cent of capacity surpassed previous records. Scrap 
prices declined sharply. Automobile manufacture lagged 
behind last year due to the continued Chrysler strike but 
retail sales were large. Capacity operations continued in 
the machine tool, textile and aircraft industries. 

Holidays caused a slight reduction in electric power 
output but railroad car loadings widened their margin 
over 1938 to 20 per cent. Increased private awards offset 
declines in public construction- 
War news drove securities lower wath minimum trans- 
actions in both slocks and bonds, while the same influ- 
ence caused sharp advances in grain and cotton prices, 
Wholesale and retail distribution held well above a year 
ago, reflecting improved purchasing power. Bank clear- 
ings rose fourpercent and bank debits nine per cent above 
November last year. 



The brighter December 1 Map reflects in- 
creased income from farm marketings in 
western producing areas^ 




The map of 

last month 
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Industrial production in November continued the sharp rise registered in September and October and 
marked the sixth consecutive monthly advance since the current upward movement began last June 
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For the beauty of your desk... 







Edison presents an 8/^"x 11" miracle 
to expedite your work 



A he Laboratories of Thomas 
A. Edison did a beautiful job in designing this enclosed 
Ediphone. It actually takes up less space on your desk than 
a letterhead. It closes completely! Dust is kept out. It's 
truly beautiful ! 

And you'll do a heautifu! job using it. This amazing 
Bdisoa Voice wjritcf brings efficiency to your work as well 



as distinction to your desk. Just lift the receiver and talk 
your work away. Memos, letters^ instructions and reports 
clear out of your mind I You can forget them because the 
Ediphone remembers for you. 

Try this handsome Ediphone on yom mi n desk. No obli- 
gation. Telephone the Ediphone (your city) or write Dept. 
N- 1, Thomas A, £dison« Inc., West Orange, N.J. 



SAY IT TO THE 




one 



VOiCEWRITER 
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THE SHELL THAT EXPLODED 
11 YEARS LATE 



IN A FIELD that once had been part of 
No Man's Land, a ''dud'* shell lay 
embedded just beneath the surface, its 
errand unfulfilled. For eleven years it lay 
there, until one spring the sharp steel of 
a peasant's plough bit into it. And sud- 
denly there was no peasant — only a gap- 
ing hole in the earth. 

As the toll of war is reckoned, this single 
casualty would hardly seem significant 
now — but for one thing. 
It happened in peace-time. 
We offer this story only as a simple 
reminder. The casualties of war do not 
end with peace. They haunt us long after 
the war itself has been forgotten. 

Perhaps that !s why so many indus- 
trialleaders today regard all war business 



with a high sense of responsibility— both 
to their companies and to the public. 
They realize that, even though war or- 
ders may represent only a friK rif>n of total 
volume, such orders may some day ex- 
pose the company's reputation to attack. 

This need not happen. In peace or war, 
the best protection a company can have 
is the Intelligent understanding and sup- 
port of the public. 

It is the job of public- relations adver- 
tising to cultivate this understanding, to 
emphasize industry's contributions to 
the American way of hving. And the 
companies that invest in such advertising 
today are not likely rr» suffer casualties, 
in the field of public opinion, when peace 
comes again. 



The Curtis Publishing Company 

The Saturday Evening Fosi * Ladies' Home Journal ■ Country Gentleman 



Washington and Your Business 



Thynderheads 
Fill the Skies 



APOLOGIES being offered to Emil 
Hurja. statistician cum laude of 
1936, there are those who think he is 
in error. Mr, Hurja says the 1940 
congressional session ; 
*'WiIl be a sounding board:" 

Presumption is that those who sound off against the 
board will have their eyes so fixed on 1940's politics that 
they will have no time to spare for trouble. Mn Hurja has 
been a student of politics ever since he, as a young re- 
porter, told the Biory of Soapy Smith's demise in Alaska 
in the odor of gunpowder. Nevertheless, other students 
are setting storm warnings. 

THESE others say that the only pos- 
Bear Market sibility of peace during the 1940 ses* 

sion is that all congressmen shall 
in Orchids out of breath at the identical 

moment, and stay out. They say 
there are more controversial matters to go before the 
1940 session than there are seeds in a bird's tub. Govern* 
mental spending will come in for a terrific kicking around, 
although about as much spending will be authorized as 
ever. Acid will be dropped on the national defense pro- 
gram. The acid is already bubbling and ready. It will be 
urged that this country has made it clear to all concerned 
that it is not going to war to gel any other nation out of a 
hole, and that other and possibly irritated nations are in 
no condition to attack us. The effort of the government 
ownership cultists to tack a $500,000 utility grid on the 
defense program's skirt will get nowhere, in the opinion 
of most observers. The skirt, however, may be torn. 



Maybe Taxes 
Will not Up 



THE watchers doubt if taxes will be 
upped. No one likes to see black cats 
in an election year. But there will be 
so much talk about upping taxes 
that every one wiW know what must 
happen soon. The only refuge will be in the grave. Treas- 
urer Morgenthau will produce a formula by means of 
which the S45.000.0DO,000 debt limit can be detoured. 
Immediately afterward the odor of burned flesh will be 
detected in Mr Morgenthau's vicinity. His circumvention 
will be accepted, however, as it will permit the spending 
to continue with no immediate towering of the tax rate. 



Blame All this 



THOSE w^ho say these things make 
their livings by guessing approxi- 
mately right. They think the sag- 
on the Prophets geated Inter*American Bank will be 
greeted with uproarious silence. The 
scheme for an interstate bank of which the members 
would be the United States and the Latin- American re- 
publics would not be funny, they say, even if it had not 
been proposed by Mexico and even if the only real money 
involved did not belong to Uncle Sam, The Argentines 
and Brazil would not take any of it, either, they say, 



AGAIN charging all this to those 
who have little sounding boards of 
their own it is prophesied that a 
really formidable body in congress 
will insist that Mexico pay some at- 
tention to the overdue claims of the United States. Legal 



Play or Pay 
for Mexico 



action is being devised by which to stop Mexico *s sale of 
oil owned by Americans, This is more to handicap Ger- 
many and Russia than to get a little salvage for the Am- 
erican oil men. 

The State Department will oppose any such action, as 
offering injury to the Got^d Neighbor policy, but Secre- 
tary Hull is in for some hard punching over his reciprocal 
trade plan, and Mexico is his weakest spot. It is at least 
a plausible guess that our silver- buying policy may be 
shifted to avoid the embarrassment of buying or refusing 
to buy Mexican silver. 



A Nod to 
Wm. BruckaH 



74 



THERE will be an effort to reorgan- 
ize the reorganization of 1939 in the 
hope that a few of the government 
bureaus may be shoved out of their 
big chairs. Which recalls this de* 
partment's determination to steal a good line from Wil- 
liam Bruckart* 

He had diclated to his secretary : 

Governm«*nl bureaus grow Hkv muahrooms. 

After a moment*s thought he added; 

Some mushrooms are poisonous, 

IT IS worth noting that one spot of 
FCC isUndera ^^^^ concord may be found. Under 
1 1 ^ Chairman McNinch a meeting of the 
Green Bay Tree Federal Communications Commis- 
sion consisted of three members 
leaping on the other three and continuing in a whooping 
deadlock until quitting time, 

Mr, McNinch was always ready with a bucket of oil 
w^hen the flames rose highest. Decisions were based on 
decibels, James Lawrence Fly. the new moderator, learned 
the business of patience when he was general counsel of 
the T. V, Authority and is putting in practice what he 
learned. He is reported to have softened up the F, C. C. 
quite a bit. 

NO matter how eager may be the 

lt*s Dangerous to y^^^^^^^ congressmen for the 
y \ comparative peace of their homes. 
Slap a General jt is certain there will be heavy fir- 
ing along the Mississippi. Commerce 
Secretary Hopkins transferred the Inland Waterways 
Corporation out of the hands of Maj. Gen. T. Q. Ash burn, 
who had been running the corporation as a private en- 
terprise would be run — which is to say with a marked 
degree of efficiency — and reduced it to the status of a 
bureau in the Commerce Department. Those who think 
the general will offer the other cheek simply do not know 
generals. Railroads, reformers, and practical politicians 
will generate noise and heat. 

CONGRATULATIONS should be 
Wage-Hour Law ^^^^^^ded to Elmer Andrews, who 
, , vvas hoisted out of the wage-hour 

in for Trimming administration with as little regard 

to the skin on his person as was 
shown to Ashburn of the Waterways. Congress will con- 
front wage-hour facts with wage-hour theories in what 
should be one of the most violent melees of the session, 
Andrews will not be in it. Perhaps, after all, Emil Hurja 
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What are three IMPORTANT points to consider 

when YOU buy LIFE INSURANCE ? 

In the past men usually thought of their life insurance in a rather general way. 
But today, more and more, they are planning on the basis of their specific ne^c/s 
and then selecting a suitable policy issued by a stmng company. For example . , . 



THE NEED 




THE COMPANY 




If thia modern way of Isuymn 
life Inturance iippe«lK to jrdu, 
we lUKgest that you get iti 
touch with a New York lAfc 
represenlati vc ierving your 
coHimuniEyi or write to Oic 
Ccrmpftny'i Home OfTide, 51 
Madiion Avenue, New York 
City. It would be helpful if 
you would iend your name, 
•ddrem. date of btrtii, and any 
other i of or matron which you 
think mii^ht be of mtiitanec in 
making a preUminary analytic 
of your p«rticLilAr life insiir* 
ance requiremcati. 



Exacdy what are your own pariicuiar lUt- 
insurance needs? Just how would your 
life insurance money be used? How much 
cash would be needed in a lump sum, in 
event of your death, for outstanding debts, 
doctors* and hospital bills and the other 
* final expenses?. , . How much monthly in- 
come would your wife need as a mint mum, 
and how long should ic last at rhe very 



lemr? Will there be funds to educate your 
children? , . . And for you, for your retire- 
ment, how much money will you require 
as a life income? Ac what age should you 
be prepared to retire? 

When you analyze your specific meds in 
this way you are drawing rhe plans, so to 
speak, for [he "house of proreccion' you want 
CO build for your farndy and for yourself. 



If you were buying an automobiie you 
would choose the type of cai which best 
served your purposes. Ic might be a one- 
ton truck or a convertible coupe. Boch 
might be equally good bargams, but you 
would buy the one which better served 
your purposes. Similarly, the best life in- 
surance policy for you is the one w^iich 
best suirs your specific needs. 

Different types of policies are issued by 
the New York Life to meet the needs ot 



different persons. Some policies, for ex- 
ample, provide more insurance protection 
for each dollar of premiam than others 
which may provide larger reciremenc values. 

One of che mosc imporcanr services that 
can be rendered by a New York Life agent 
is to help you select a suitable policy. You 
may obtain this service if you will discuss 
your life insurance situation frankly and 
fully with a well-infc>rmed New York Life 
representative. 



No one can foresee at what time and 
under what economic conditions a life 
insurance policy will become payable. It 
may be soon , , * or it may be many, many 
years in che future> At all times, therefore, 
a life insurance company must be kept so 
safe that it can pay all its claims, no mat- 
ter when they fall due. 

Founded on April 12, the New 

York Life has a long record of fidelity m 



meeting its obligations to policy holders, 
h maincains its policy reserves on che most 
conservative basis used by American life 
msurance companies. The New York Life 
iias always been a mutual company and 
cherefore has no stockholders. Dividends 
are paid to policyholders only. 

These are among the reasons why a 
New York Life policy is one of che best 
investmencs you can make. 



NEW YORK LIFE 



INSURANCE 




COMPANY 



A MMtutti Compatty FQitnded &n April i2, IS4S 
THOMAS A. HL LKNIiRXWrmtfii ^ ih€ Bthtrti 5 1 Midisort Ave.. New York,N.Y, ALFRED L. AIKEN. Prcs, 

Safety h always the first consideration , , . Nothing else is so important 
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was In ini; cryptic when fie said Cotigress iwSiiia pf^^ 
a LSDunding board. Maybe he meam it would be clamorou.s. 

THIS depart meni has always been 

Anvhow If ^5 Ihe ^^^^^^^ Good, the Beautiful 

^ ' and the True, WheUp therefore, it is 

F.C.C/s Story mformed that the F, C. C no longer 
pays more than a forbearing atten- 
tion to senators and congressmen who bay for patronage 
under its windows, this department believes. It is also 
willing to believe the report that Congress will not hold 
the long threatened inquiry into the F. C. C/s habits and 
practices, even if the one item does seem to cancel the 
other out. It is true that Congress may have noisier and 
funnier inquiries to play with. 

NAVY is likely to provide one of 
Pop Goes Navy ^^^^^ congressional inquiries. Some 
■ ^ congressmen who try to keep abreast 

in Steam Chest □£ naval matters do not like what 

they have heard of topheavy ships 
of war* and of destroyers which bend in the middle like 
glamour girls and of cruisers that almost vibrated their 
tails off when under full headway. Report is that officers 
in the Navy w*ho think they have not been given fair 
play by the oligarchy of admirals can supply interesting 
facts if they are called on. 



Moths in the 
Soc, Sec. Coat 



THERE are 105 small, easy, incon- 
sequential, purely technical changes 
%vhich the Social Security Board will 
suggest be made in the law to make 
it conform to the "obvious intent of 
Congress." Tht^ Board thinks it can damp down any 
attempt to make any considerable change. It must be re- 
called, however, that Paul V. McNutt is now the supreme 
commander of Soc, Sec,^ that he has not wholly endeared 
himself to all its personnel and that Mr. McNutt is one 
of the liveliest candidates for the 1940 Democratic nom- 
ination. If the box is opened, no one can tell what might 
fly out. 



No Guarantee 
With This Bit 



THIS paragraph may be totally 
valueless when it appears in print. 
But some men who make a business 
of politics say that Mr, Roosevelt 
will not declare himself on a third 
term until some time in May. By that time, presumably, 
Congress will be off his hands and he can afford to re- 
linquish his third term club over that body. He will then 
vigorously denounce those who have been saying that 
he might be a third time candidate, and so acquire great 
merit- 



Attention of 
560 Chambers 



THOSE who can turn their eyes 
away from Europe's page of woes 
should read the booklet which Frank 
R. Wilson of the Census Bureau has 
just turned out. If he had his rights 
this would be a best seller. Five hundred and sixty Cham- 
bers of Commerce helped the Bureau net the facts. It 
begins with the days when Grandma knitted America's 
stockings and carries through to this pampered period 
when approximately 50,000.000 males over the age of 
ten buy annuaJly two suits of underwear. It reviews the 
past, interviews the present and previews the future. 



IT shows that some of our eastern 
states are as thickly populated as 
Holland and Belgium. A smart store- 
keeper who does most of his own 
work can make a living on a $12,000 
capital If the birth rate does not begin to attend to 



Look Into the 
Crystal Ball 



NATION'S iUSINEfS for JaiiiicifY, 

business we will soon be a ncition of more old folks and 
fewer young ones. Foot warmers will sell better than 
brassieres. Eight of today's "common killers'*- cancer, 
cerebral hemorrhage, heart disease, diabetes meilitus, 
appendicitis, suicide and homicide, automobiles — arc in- 
creasing their deadliness. People are moving out of town 
to do part-time farming. Business must shift around and 
find new markets. 

IF you lie awake with worries avoid 

Offers Shivers c^t't^'O pages. In 30 years w^e will 
reach our population peak of 145.- 
at Midnight 000,000. Then there will be twice as 

many people 65 years old and older 
as there are now. But it is the younger folks who pay 
taxes. *The state tax collections of 1939 were 18.5 per 
cent greater than in 1937. More than 180,000 political 
units have power to levy taxes and incur debt. The rate 
of incteme in the tax base km nof kept pace with the rate 
of public expenditure.*' A nod is as good as a kick to a 
blind horse. The federal debt is treated elsewhere. One 
soothing note is sounded ; 

Three-ftftbs of the proposals for local bond issues in 1938 
were defeated. 

THE public ownership cultists' new 

Disadvantage of ^^^^ ^ $500,000,000 great 

grid system seems to be travelling 
an Education qh ^ corduroy road. The evidence 
seems to be that there is no present 
power shortage. It would be easy and relatively inex- 
pensive to put in "top turbines" and greatly increase the 
present power production if this were desirable. Regional 
grids are being installed by the industry eh required. 
New developments in steam engineering have made hy- 
droelectric production too costly. 

The soft coal producers have a great many votes in the 
soft coal states and will fight the injury to the industry 
through the use of extravagantly costly water power. 
Last and foremost, Congress is in no mind to wTite any 
more blank checks. 

THE continuing fight between the 

Some Fuzz Off ^- ^- ^- ^ F. of L. will reach 

^ Congress m some form. A number of 

Labor S Peach t^e weightier members of that body 
are persuaded that the intra^labor 
disputes have slowed recovery and, if they can find out 
what to do and how to do it, are willing to try. Also they 
doubt if I aborts political strength is as potent as has 
been represented. Support is given this theory by the 
fact that newspapers and magazines are using more 
articles in which the emphasis is placed, not on labor's 
wrongs, but on the mistakes of labor*s leaders. Some at- 
tention may be paid, also, to the rumors that Philip 
Murray may succeed John L, Lewis in the high seat of 
the C. I. O, This is not to be dismissed light 1^% Lewis's 
use of C. I. O. funds for political purposes is his weak spot. 



Straw Shows 
Wind Blows 



ONE incident of the immediate past 
has not been given the attention its 
dramatic importance deserves. At 
the meeting of the Construction In- 
dustry Conference, held under the 
auspices of the U. Chamber of Commerce, John Coyne, 
president of the Building and Construction Trades de- 
partment oi the A. F. of L., made it clear that the A, F. 
of L. unions accept responsibility for the elimination of 
jurisdictional disputes. If a quarrel arises between crafts 
as to which shall do a certain piece of work, the union in 
possession shall continue to do the work until the proper 
union authorities reach a decision. There will be no halt 
of the work on the main job. This new plan was set up 
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CUTS 
OPERATING 
EXPENSE 



and there's 



THESE ADVANTAGES 

are but the fundarnenrals of many favor- 
able condition; making Chesapeake and 
Ohio Territory an economic field of oper* 
ation for many Industries, 

• RAW MATERIALS of many kinds; abun- 
dant, near at hand, economicaUy seoired. 

9 INTELLIGENT LABOK— native botn; largely 
skilled in a diversity of industrie^^ well 
housed; peaceful and cooperative. 

• NEAR TO MARKETS— major consuming 
areas within first, second or third morning 
delivery* 

• EXCELLENT TRANSPORTATION- favorable 
freight rate^i and dependable service keep 
markets and manufacturers in economically 
close touch. 

• CHEAP POWER -abundant coal, oil, natur- 
al ga<i and hydro-electric developments as- 
sure thi^ region of unlimiced power at most 
economical coses, 

t COOPERATIVE LEGISLATION — Industry is 
king in Chesapeake and Ohio Territory, 
and the legislatures of the five great Stales 
in which it lies are friendly toward the 
needs and aims of enterprises ihey invite 
and those they already have. 




UNLIMITED POWER at 
LOW COST available 

in Chesapeake and Ohio Territory 

In Chesapeake and Ohio Territory, power puts a minimuoi 
strain on industrial production budgets. Running through 
Virginia, West Virginia, Kentucky, Ohio and Ir\diana, Chesa- 
peake and Ohio Lines serve a region uniquely rich in fuels, 
remarkably equipped to convert these resources into cheap 
power. 

In the central portion of this territory lie the country's 
greatest deposits of a 11 -purpose bituminous coal and enormous 
reserves of petroleum and natural gas* All are economically 
available to industries, for steam, furnace, and general manu* 
facturing purposes. 

Thanks to low-cosi fuels and the many Important rivers in 
this region, steam*electric and hydro-electric power are sup* 
plied in unlimited quantities at exceptionally low rates. 

Power is a major economy factor in this territory— and so is 
the abundance of raw materials and of native-born, contented 
labor. excellent tratisportation facilities... availability of in- 
dustrial sites.. -cooperative legislation,.. and the fact that 70% 
of your national market is within first to third morning 
delivery range. 

What do you seek in a more advantageous location? Com- 
plete and impartial factual surveys for your specific industry 
will be furnished on request. All inquiries will be held ia 
strictest confidence. Write 

GEORGE D. MOFFETT. !fidmirml Commhsioner 

CHESAPEAKI AND OHIO UN£S 
Huntington, West Virginia 



CHESAPEAKE ^//% LINES 




Hartford Fire Insurance 
Hartford Accident and 

PracHcally every form of insurance 



b 



ut our income mil 



GOJUGffTOJVf 

' • ^®<^a"se we bought insurance the NE\rwaj" 



*'Of course we always have 
carried plent}' of insurance 
on our buildings and contents^ btic it took 
a smart insurance man to show me that 1 
could lose more as a result of a shut-down 
than the plant itself was worth. 

"He pointed out that I also needed insur- 
ance to cover fixed charges, images and salaries 
of key men, advertising and other expenses 
that would conrinue during the shut-down 
from fire, windstorm, explosion, riot, airctaft 
and several other kinds of destruction, 

"Then he told me about Business Inter- 
ruprion Insurance, purring clear -cur informa- 
tion of the NEW way to buy insurance into 
a complete survey that he made especially 
fot us» We bought the protection and now, 
^fter the fire^ our usual dividends can be 
paid, our organi^eatiun held together, teady 




We are 



when we reopen, 
sitting pretty. " 

// will pay yuH to hay liisarafue 
the NEW way 

The NEW way of buying insurance is based 
on the idea rhac it hurts jusc as much to lose 
a dolJar one way as another and that what 
hurfu most art the hig Imis, Hartford agents 
sell insurance, noi just policies. They know 
how to fir insurance to your particular re- 
quirements — whatever they may be. 

Jmt call WtUtrn Union 

— in Canada, call Canadian Narional Tele- 
graphs—and ask for the name of the nearest 
Hartford representative. Or call your own 
insurance broker for full details on Business 
Interruption Insurance and the NEW way 
of buying insurance protection for yourself. 




Company 

Indemnity Compan\^ 

-"P' life... „„,„„,j, CcnnecH.u, ^ ^ 




in three month^^ time aiifl fs bite of tlie strfUlTig i 

of the new spirit of cooperation with employers that labor 
is showing. Nine labor leaders of national importance 
were at the speakers* table when Mr. Coyne told his story 
and each approved. 



No! the Fault 
of Technology 



A PUBLIC fed with complaints that 
the cost of building is riBing, will 
be surprised by the statement of 
L N. Tate, a leading building con- 
tractor of St, Paul ; 



In the cast* of one carefully estimated house, the cost in the 
"normnr* year of was $7J25, but the average since thcT> 
has bc^on but $6,693. 



Census Talks 
Good Sense 



A COLLATERAL comment may be 
found in Frank Wilson*s preview of 
the 1940 census: 



It may weU be argued that if the ad* 

vances in technotog^i* had not taken 
placp, re.HuUmg in Increased production and lower costs to the 
consumer, the very large expansion of employ men t in the ner- 
vlee itiduatrieii might not have taken place« 



This Bears on 
Same Subject 



TO this might be added the state- 
ment of W. B. Shafer, chairman of 
the Prosperity Movement of Nor- 
folk, Yr.: 

The City Council voted against builcJ- 
ing ri.OOO home.^ under the federal slum clearance act because 
Norfolk IS against sociaHstic gchemes. . , . The Norfolk Council 
expects private Inveatorn to build 5,000 honiei? to take care of 
the influx of new government workers. . . ♦ Elvery city council 
should lean to private ownership in the old American way, aa 
one socialistic scheme leady to another. Norfolk i^ buildinjir on 
sohd financial ground. 



Fewer Spoons 
in Gravy Bowl 



THE CIVIL Aeronautics Authority 
may be in for a spot of congression- 
al trouble- No great grief, probably, 
because Congress is fairly well satis- 
fied with the C, A. A/s performaiice. 
But, if this country is to have a wide aviation net, it 
must have more airports, which must be well built. The 
ities will not build them, because the cities are getting 
aort of money after the splurge of a few years ago. (See 
Census report on what happened to proposed bond is- 
sues.) Private investors will not because airports do not 
pay. Many congressmen will urge that federal money be 
usedp one reason being that the folks at home would be 
pleased. Many others will ask why one transportation 
industry should be singled out for subsidy, when the 
competing and indispensable railroads are reporting bare 
cupboards. 



Ask More Light 
in the Budget 



BYRD and Glass of Virginia, Taft 
of Ohio and several important mem* 
hers of the House may ask that the 
budget be rewritten in such a man- 
ner that its students may get an 
idea of what it is all about. This can be done if a little 
intelligence is expended in the writing, they say. The 
fact is, of course^ that an understandable budget would 
handicap the bureaucratic money beggars* Yet it is 
possible that an improvement may be made. 



**How Doth the 
Little Busy Bee*' 



THE worry boys in the Administra- 
tion are working out a new plan to 
get the management of American 
business placed in governmental 
hands. It is no secret that they 
think they know more about business than the men who 
run it. This new idea is for the T.N.E.C. to set up a "Com- 
mittee for the Consumers;" the duty of which will be to 
carry on a continuous inquiry into costs, prices and 
profits in eveiy industrial line. If and when the com- 
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m it tee should be displeased with prices or trends it could 
call in the industries afTeeted and give them an "or else'* 
option. The T,*N,E.C/s congressionai members do not 
like it much, but they are subject to pressure. No evi- 
dence as yet that the President is warm in support. He 
has, however, assented to a "continued surveiUance" on 
price movements. This is in essence Thurman Arnold's 
scheme to Indict and then compromise without going to 
triaL It costs too much to fight the Government. A good 
way to make business say uncle. 

A PAIR of obstreperous twins pro- 
New States' mises to engage some of the atten- 
tion of Congress. One twin is the 
Rights Plans manner in which the federal Gov- 
ernment has raided the sources of 
tax income formerly possessed by the states. In the case 
of Delaware alone the Federal Finance committee of the 
Chamber of Commerce estimates that Delaware's in- 
come tax revenue has been cut by about 50 per cent. This 
twin would receive the hearty support of most congress- 1 
men except for the undeniable fact that, if the federal in- 
come is shortened » it will not be so free with its largess 
to the states. Tlie other twin is the manner in which tax | 
barriers are being set up along state lines. The states 
urge that they need the money and» if the federal Govern- 
ment is not restrained in its predatory activities^ they 
cannot spare whatever they may take in through their 
stale line tariffs. It is a further fact that, although a 
farmer may be restrained under the interstate commerce 
act from selling his hen's egg on the other side of the 
state line, it is not so easy to restrain a state. Headaches 
ahead. 



i 



A Sad Note 
At Farewell 



THIS should really wind up with an 
excerpt from one of Mr. Ickes' in- 
spirational messages, to the effect 
that this is the greatest country in 
the world and, if everything goes 
well, we will all be happy. But the National Industrial Con- 
ference Board has soured the note. This authoritative 
body reports that in 1938 our various forms of govern- 
ment were collecting $10?.51 from each of us in taxes, 
which was only 29 cents a year less than the United 
Kingdom and only a couple of dollars a year less than the 
German citizens pay in marks. Then the N.I.C.B. winds 
up with an even sadder conclusion ; 

As tax burdens increase, the reserves of tax paying power 
decline. 

Back to Frank Wilson of Census for a trifle of cheer. 
Back home, where people live, bond issues are being 
turned down. There may be an answer in that. 

DR. W. M. LEISERSON'S testimony 
Burrs Ufider the ^^f^^-^^ ^ congressional committee 

has made it certain that the Nation- 
Big Saddle al Labor Relations Board will catch 

a terrible lathering this winter. "He 
did not want to do it** as the song has it, "but he did— 
he did^ — he did/* And large numbers of letter writers will 
ask their congressmen to fix things so the taxpayers in 
the prairie states will not be assessed for that part of 
Tennessee's taxes that T,V,A, took away. 

That's the kind of an inquiry that has spreading pos- 
sibilities* This department feels the utilities should muf- 
fle down Iheir outcries for a season, and recognize that 
for the first time in seven long years there is a chance 
that their side of the story may be given a fair and well 
publicized hearing. All is well that ends well. 
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A NATION UNITED BY TELEPHONE 



Just (wenty-fivc years ago-^ on Janu- 
ary 25^ 1915, the fir it tramcontl- 
ncnlal telephone call was made. East 
ami West were united in dramatic 
rrremony. 

President Wilson talked from the 
White House across the country, 
rrsiifying to the nation's pride *'that 
thii vita! cord should have been 
hirctchcd across America as a sam- 
ple of our energy and enterprise/' 

The inventor of the telephone* 
Ale^cundcr Graham Bell, in New 



York, repeated across the continent 
lo San FranciBeo the first words ever 
heard over a telephone —'*Mr, 
Watson, come here, I want you" — 
to the same Thomas A, Watson who 
had heard them in the garret work- 
shop In Boston in 1876. 

That ceremony ushered in trans- 
continental service twenty-five years 
ago. At that time it cost S20,70 to 
call San Francisco from Wew York. 
Now it costs $6*50 for a station-to- 
iiitation rail and only $4.25 after 



seven in lli<* evenitifj and all dav 
Sunday. 

In 1915 it took ahont half an hour, 
on the average, to make a connco 
tion. Now most eallft are put through 
without hanging up. 

These are measures of progress 
in the never-ending effort of the Bell 
System to give faster, clearer, more 
useful and courteous service to llie 
people* of the United State.*. 



BKLL TELEPHONE SYbTK.M 
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Construction Industry's Inventory 



/Continued front jt^ff* 
In short, the futun for pri- 

vate non-rcaifleiitiai b^ ■ ' ^s*? 

for private residential 
to he meairured by ihv i r ■ . - 
expanaion and improvement in national 
Income that the American people may 
ereafter ^njoy- Even public huildinj? 
will have to depend more upon local 
prosperity and municipal solvency than 
upon federal solvency because pump- 
priming and emer#iency employment 
projecta seem t ■ . - 

Among the > 
1940 flituation tnunj^hL muL at Lhv C^ii- 
struetlon Conference was the effort of 
the Building and Construction Tiadcs 
Unions to convmce employ^^rs fhnf they 
hoped to end the troubleft- -^illc- 
tlonal disputes problem. K i of 

whatever reasons the A. F. of L. building 
trades may have for convincing manage- 
mt^nt that they intend to eliminate 
fighting over who shall do what, it is 
obvious that their desire to cooperate Is 
genuine and w*ill almost certainly result 
in speeding up building projects. 

An epochal chapter in labor-employer 
relations hiatary was initiated ivhen 
President Coyne of the Building and Con- 
struction Trades Department of the 
A. R of L. and other top officials of the 
various departments sat down at lunch- 
con with President Carey of the United 
States Chaml>er of Commerce and lead- 
ers in all phases of the building indus- 
tries, It not only marked a departure 
from the popgun tactics formerly and 
frequently employed by both sides but 
Also indicated recognition of the neces^ 



sity for holding down hviiT finp rosta and 
of the need for a partr^' combat 
further government in'^ i in the 

conatructjon Industry, 

Labor dL'iputes may decrease 

SOME doubters may persist In believ- 
ing that the plan to settle jurisdictional 
disput€»s arrang'-^d between the Asso- 
ciated General Contractors and the Build* 
ing Trades Unions last fall and this re* 
cent meeting between labor and man- 
agement will fail to bring any practical 
results. All such should take careful 
note of the fact that the union leaders 
were willing to make a public appear- 
ance with employers and thus indicate 
to the rank and hie that they mean busi* 
ness in the matter of settling jurisdic- 
tional disputes. Furthermore, it should 
be noted that the unions unanimously 
selected William Carroll. Manager of the 
Building Trades Employei^* Assoc ia* 
tlon (an employers* representative) as 
the ultimate judge or referee w^ho would 
make the final decision on w^hich union 
should be entitled to do the job when- 
ever the question of jurisciiction ariaes. 

With prospects for cooperation be- 
tween labor and cmplo3''ers looking 
bright, builders hope that heavy or non- 
residential construction will increase 
sufficiently to provide jobs for each of 
the 1,000,000 members of the building 
trades ujiions and all other craftsmen of 
the industry. Replacement of obsolete 
buildings and normal expansion compar- 
able to that existmg in the 1920"s which 
averaged almost $2,000,000,000 a year 



(37 eastern states) would take c&re of 
unemployment in this field, but unfor- 
tunately the decade just closing has 
averaged only |M>0.000,000 a year and, 
in the past four years. 43 per cent has 
been for public non-resiflential liullding. 

According to F. W. Dodge estimates, 
the public works program of recent 
yeara has . ' . ^ -Mi^e that 

may have » ' offices 

and public a . .i . i a. :.Eigs, The 

only important class in this group which 
is expected to mcreafk? is hospitals. Army 
and navy construction programs will be 
of considerable size, but more than half 
of them will be done in territorial areas 
out.slde of continental United Slates and 
more than a quarter of what is left will 
be on the West Coast. 

If there is a new P.W.A. program, it 
wnll probably consist of hospitals, mu- 
nicipal ai? ports, highways considered 
important for milJtar>* use, and electric 
power plants. Ktlucational buddirtg pro* 
jects will decrease about a third from 
1939. 

It is also necessary to take account of 
1940 as an election year. L>cspitc possi- 
ble war orders and this country's de- 
fense program, campaign controversies 
that include business baiting and threats 
of reform legislation are not likely to 
encourage investors to make long-term 
eommitrnents. A temporary busmeas 
slump in the early months or a sudden 
end to the European war are also possi- 
ble deterrents to any si^ieable construc- 
tion program. 

However, when checking up on pros- 
f>ects for private non-residential con- 
struction in 1940, the favorable factors 
look more than enough to offset the un- 
favorable. 

Industrial production, retail sales, 
employment, dividend payments and na- 
tional income are all on the upgrade. 
With such business indicators all rising, 
it is only natural to believe that execu- 
tives will look more favorably toward 
improvement of production facilities. 
Modernisation and construction are al- 
most certain to follow in at least modest 
proportions. 

Any increased private building that 
follow^s the general improvement In 1940 
will tend toward concentration in the 
busiest industrial centers W'hich are like- 
ly to be more fully employed and more 
prosperous than agricultural centers. 
Many of these same localities will also 
1 Mje an acute housing shortage as aooii; 
ii.H the number of pay envelopes begin 
to increase. 

The need for new buildings fa particu 
larly conspicuous in such classificationa, 
as large office structures, commercial 
warehouses, motion picture theaters and 
similar projects, which were so numer* 
ous in the 1920's. Aa yet there Is no great 
demand for them, hut steadily increasing 
business activity could quickly start a 
scramble for additional space. 

Modernization is another important 
field. Store modernization alone has 
amounted to ten per cent of all private 
n on- residential building and has appre- 




Building materials industries have produced many new prod- 
ucts mch as insulation material to stimulate construction 



Tremendous B 
Flexible 





In advertising, as in ordnance, 
modern condiHons puf a premium 
on flexibility. Recognizing this^ 
national advertisers ore today using 
50% more rotogravure space than 
they did a year ago. For no advertising medium 
offers greater control over advertising pressure 
and expenditures than does rotogravure. With no 
other medium can you tailor your campaign to fit 
your sales problem more accurately ond buy inten- 



# Whirn ^fftiic} mjirched on (oot ind birttc linn were drawn up 
in close ordltr* ihe only rcqutrem^nc fof h«vy Mtiilltiy wju th^it i( be 
powcrfut ■ ■ but in ihese dmyi of mobile divisioni and moioriied 
aitjck power isn't enough »Be«ibi I icy it equally iaapomnt. 



sive coverage of the nation as a whole or of 
separate markets more economically. 

On the next pag^ som« of fhe rewards which fall to food 
odv^rtisors who ovoil fhemselves of rofogfOvyre*$ fidxibilify 
ore reported. For experiences advertisers in your own field 
hove hod with rotogravure, write Kimberly-Clork. In oddition 
to manufacturing Rotoplate^ Kleerfect, and Hyfecf — three of 
the most widely accepted rotogravure popers-^Kimberly- 
Clork maintains a reseorch departmenr and a stotisHcal 
bureau to serve publishers and advertisers. The Kimberly- 
Clork Corporation, i South Michigon Ave., Chicago Illinois. 
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Advertisers 




• 



SPAM 



"In ielectmg citiis ^or teiting Spam 
advertiimg we purposely choie one where 
forogravur« wo^ avoilable in o domtnont 
publication. were onjciotil to find out 
howeffecffve rotogravure wtlh it* high otien- 
Iton volt/e and reodershtp woijld be in iht 
accomplish men! of our objtctiye. TKe riN 
it/ltv were moit sotiifactory orvd our record 
speaks well for rotogravure as on adver^ 
tiding mediurn/' 



cL£> BOSCUL COFFEE 

"We emborked on o compoign of rotogra- 
vure advertising far Boscul Coffee ond con- 
tinyed it on o consistent boiit during the 
pcist 6 months. During the period we hovr 
hod o definite lole increose/' 



CANADA DRY 



"Rotogrovi^re wos o mojor m«dium in oun 
Spring and Summer advertising compaign 
for Sparkling Canqdo Dry Water. We fjsed 
hatf pages and full pages in ro^ogrovyre in 
the prir^cipal morkets of the country, ond 
to rofagravure musi go part of the credit 
for the safes increose whkh pushed Conoda 
Dry Wafer to the highest soles peak since 
this club sodo wos introduced." 





GROCERY STORE 
PRODUCTS SALES CO., 
INC. 

"Rotogrovyre woi used tKclusivtly for 
Jacobs Mushroom odvertiiing. Sales for the 
quarter dufing which odvertifementi op- 
peored sHowed o defrnite Increase in tiliei 
where the rotogrovuf e compoign ran/' 
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ciably exceeded the money spent for 
buildini^ new stores. 

The StatiaticaJ Division of F. W, Dodge 
Corporation eati mates that commercial 
and manufacturing building will in- 
crease from $420,000,000 in 1939 to $530.- 
000.000 in 1940. This is still short of the 
$611,000,000 in 1937, but could easily he 
increased by a relatively small number 
of contracts for large manufacturing 
buildings. In addition there are always 
some new private schools, churches, 
theaters, and the like. 

The net result of an estimated Increase 
in private non- residential building^ and a 
decrease in public building of the same 
type is a gsiin of about three per cent 
over 1939, but war stimulus, an aug- 
mented defense prog-ram or a more am- 
bitious program could increase 
the percentage. 

This estimate does not take into ac- 
count a potential private residential pro- 
gram or several governmental projects. 
One of the latter is the federal-aiti high- 
way program and another is the public 
housing of the United States Housing 
Authority. Although the last Congress 
refused to increase authorizations for 
public housing, only about 36 per cent of 
the original program reached the con- 
struction contract stage by the end of 
1939. 

Private building may increase 

AFTER weighing all factors, the Dodge 
statistical staff appraised the total 1940 
increase in private building and en- 
gineering expenditures at ten to 15 per 
cent higher than in 1939. In addition to 
the classiacations already named, the in- 
creased activity would include one and 
two- family houses and privately owned 
utilities. Apartment house building will 
no doubt continue its present decline be- 
cause of the prevailing wage amend- 
ment which the last Congress tacked on 
to the National Housing Act. However* 
any such decline will he more than offset 
by multiple dwellings built under the 
U.S.H.A. public housing program* 

When taking an inventory of their 
prospects for 1940, construction and sup- 
ply men like to point out the moderniza- 
tion of their own industry aa an example 
of "practicing what you preach." They 
have been neither deaf nor blind to ac- 
cusations of '*horse and buggyitia" but 
are somewhat bitter toward critics who 
make inappropriate comparisons with 
newer and flashier industries that have 
suffered in less degree all through the de- 
pression. 

When a large part of the population 
chooses to spend its money for automo- 
biles, radios, recreation and other diver- 
sions in preference to new homes; when 
management prefers to put its cash into 
a strong box rather than plow it back 
Into the business; when investors select 
government bonds instead of industrials, 
there is reason to believe that more fun- 
damental causes than the industry's 
backwardness have something to do 
with the lack of major activity in the 
private construction field. 

If anyone doubts the lack of modern- 
ization in non-residential building, he 
need only stop at almost any new con- 
struction site in his city and compare the 



building operations with those in gen- 
eral practice 30 years ago. It isn't neces- 
sary to list them here because almost 
any member of the sidewalk superinten- 
dent's club knows all about them. New 
materials for building purposes are put 
on the market by scores. Lighting, 
plumbing, heating, cooling, elevator im- 
provements have certainly kept pace 
with most any other industry. Yes, folks 
in the building industries have plenty of 
answers for critics who blame the in- 
dustry itself for the decline in the rate 
of non^residential building. 

Most venomous of all attacks on the 
building industry and every one con- 
nected with it from banker to mortar- 
mixer have been leveled at the residen- 
tial bianch of the business. Of course, 
jerry builders and sharpers have been 
and are engaged in housing enterprises. 
But they are despised by their associates 
just as much as shysters and quacks are 
condemned in any other profession or 
business. Undue stress on the occasional 
failure is harmful. Prosecution of dis- 
honest practices in individual cities is 
necessary. Those cases should be fer- 
reted out and cured. There are ample 
laws to accomplish that. But it is no ser- 
vice to the American public if the cases 
are exploited to the point that the pub- 
lic is scared away from home-ownership. 

The material manufacturers have been 
scorchingly assailed for holding up 
prices as another horrible example of 
what's wrong with housing, but the fact 
is that all building materials cost 90.3 
per cent in 1938 compared to 100 per 
cent in 1925. Cement is 4.5 less, brick is 
nine per cent less, lumber ten per cent, 
paint nine per cent, plumbing 21 per 
cent. 

In the further interest of keeping up 
with the times in residential housing, 
competent authorities predict that 
standardization may soon be practiced 
on a large enough scale to save 50 per 
cent of the cost of a home. Right or 
wrong, that estimate will bear investiga- 
tion. There is no more reason why peo- 
ple should not live in a completely stand- 
ardized house than there is that they 
should not ride in a completely standard- 
ized car, except that they have not been 
trained to the idea. And a completely 
standardized interior may yield itself 
with little added cost to a variety of 
treatments of the exterior, in materials, 
colors and roof arrangements to avoid 
monotony. The basic floor plan for the 
small house is more thoroughly stand- 
ardized today than generally realized. 
Complete standardization is for the fu- 
ture, but It is perhaps the most promis- 
ing single objective when housing prob- 
lems are considered from the cost angle. 

Complete prefabrication is also for 
the future. There are successful pre- 
fabricated houses today and there will be 
more in the future, but many of the sav- 
ings predicted for prefabrication are be- 
ing realized in the prefabrication of 
parts. Many of the ideals of prefabrica- 
tion are now perfected in the cutting of 
floor joists, studding and rafters to ex- 
act lengths; frames prefabricated with 
the doors and sash hung, with the glass 
Instated, so that the entire unit is mere- 
ly put in place: the installation of 
sheathing and Insulation in large units; 



the placing of heating and plumbing ap- 
pliances with a minimum of waste. It is 
possible Uiat prefabrication of an in- 
creasing number of parts may make pre- 
fabrication of the entire house unneces- 
sary. 

Another modern aid to home owning 
that the industry has quickly put into 
force is the more general application of 
amortized loans. The old way involved a 
first and second mortgage loan, both re- 
newed at frequent intervals and added 
costs; a high interest rate and no way 
to reduce the principal or clean up the 
debt at any particular time. The new 
amortized loan insures proper selection 
of site, expert inspection of materials, a 
low interest rate, and a monthly pay* 
ment usually less than the family has 
been paying for rent. It discharges the 
debt and produces a clear title to the 
property at the end of a definite number 
of year s. 

Home building despite handicaps 

IT IS significant that the volume of 
home building continues to increase in a 
period when war hysteria is in the air, 
with rumors of revolutionary methods 
of assembling and construction that will 
make present homes obsolete; with the 
Department of Justice and irresponsible 
columnists stating repeatedly that costs 
must come down: with grand juries be- 
ing assembled to investigate alleged il- 
legal practices- Through all this unrest 
and oratory the American people con- 
tinue to build at an increasing rate with 
last September showing the greatest 
total for 11 years and the first nine 
months of 1939 showing a 52 per cent 
increase. 

The reasons for this steadily mcreas- 
ing activity are a shortage of housingp a 
probable rise in wage rates, surplus 
fimds waiting for investment, a hedge 
against the trend toward inflation and 
the incentive toward systematic saving 
by meeting a monthly payment. 

The Construction Conference (third in 
as many years) brought out the neces- 
sity and advantages of cooperation be- 
tween all branches of the construction 
and building industries. Cooperation be- 
tween builders, architects, supply men» 
real estate operators, bankers and lend* 
ing agencies, together with organized 
labor has been a most necessary instru- 
ment to promote increased activity In 
an industry that is plagued more than 
any other by a conflict of interests. Re- 
sults of the iirst meeting three years ago 
ai'e evident today in the large number 
of revised building codes that were 
stressed as one of the tirst essentials at 
that time. The cooperation with organ^ 
ized labor was begun at the meeting two 
years ago through a series of private 
conferences. Stimulation and optimism 
for an Industry that felt it was in the 
doghouse has been afforded by the brmg- 
ing together of leaders in all branches 
w*ho were concerned for the fate of their 
own business. And. most practical of all 
has been the background provided for 
planning prcKiuction and marketing 
their services to men who arc in posi- 
tions to make their decisions sway the 
backward or forward progress of their 
industry. 
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Labor Saving Machines Make More Jobs 



f Continued fram ptt*fc ill 
those Jobs because of the jntroduction 
of labor saving machines. Without those^ 
machines we could not have achieved 
the mass production and the resultant 
lowered costs that made such mass con- 
sumption possible. 

The part the machine has played In 
creating rather than destroying jobs ap* 
pears paradoxical on the surface, and I 
ipn easily understand the reasoning of 
ttose who say: 

Here's a machine that enables one man 
to pro^iuce. in a day. a« much as 100 men, 
working by hand, could produce in the 
.^me period. Therefore 99 men must lose 
their jobs. 

Machines make work too 

THIS appears to be a logical deduction. 
But it doesn't work out that way. Those 
who reason this way fail to follow 



through to examine the machine'a ultt* 
male effect. 

Take the example of the Senator and 
the Ice cubes. 

We had been arguing "technological 
unemployment" for hours. He menUoncd 
dial telephones. I proved that they had 
increased employment. He mentioned 
musicians, and I proved that the "talk- 
ies** had brought about increased em- 
ployment in their ranks, 

F\>rtunately I had figures to disprove 
a half a dozen other cases concerning 
unemployment that he cited. 

*' Judge,** he said, don't know where 
this displacement of men by machines 
occurs, but I know that it must octur, 
somewhere.** 

He picked up his glass — and an in* 
spiration with it 

"Here,*' he shouted, "look at these ice 
cubes. Now try to tell me that electri' 
cal refrigerators didn't throw thousands 



of icemen and ice manufacturers out <u 
work!" 

Well, here's the answer to thai : 

The manufacture of mechanical re- 
frigerators nom' employs almost i*' 
many workers as were ever eng-* 
manufacturing ice in the United StiiUii. 

And^ here's one for Ripley — United 
States Census figures show that, be- 
tween 1920 and 103O» when millions of 
electrical refrigerators were being sold, 
tee dealers increased from 8.000 to more 
than 19,000 r But what of the cabinet 
makers, metal shapers and others em- 
ployed in manufacturing ice boxes? 

Latest statistics indicate that more 
ice boxes aie being manufactured today 
than before the mechanical box w^as in- 
troduced. Millions in the lower income 
groups who had no refrigerators at all 
as recently as 15 years ago have become 
"ice conscious/' and are buying ice boxes 
developed to meet the competition of 
home refrigeration. 

Again the ice industry more than 
doubled its workers as the direct result 
of labor saving machinery. Less than 
14 years ago, when only about 200,000 
electrical ice boxes were produced a 
year, the average price was $400 as com- 
pared to $163 when sales had reached 
the 2,000,000 mark. 

One of the most spectacular develop- 
ments in the whole field of mass produc- 
tion machinery was the introduction, 
less than 12 years ago, of the continu- 
ous mill for producing steel aheets and 
strips. Probably no other recent inven- 
tion has had more far reaching economic 
effects, and certainly no other machine 
has been ao bitterly attacked by the 
critics of technology. 

It was this continuous mill that 
prompted Representative John J. Coch- 
ran. Democrat of Missouri, to introduce 
at the last session a joint resoltition 
(H.J. 65) calling upon the Secretary of 
the Treasury to "investigate the de- 
sirability and practicability of taxing 
the use of labor-saving and labor-dis- 
placing machinery/' 

In preasing his resolution. Representa- 
tive Cochran said : 

Why did I ask that this investigation 
be made? T am frank to say it was be* 
cause the thought was in my mind that 
some day we are going to be required to 
coni^lder seriously the advisability of tax- 
ing Isbor'Saving and labor-displacing ma- 
chmery, if no other way can be found 
to take care of the man powder that suf- 
fer the lo^ of their Job? as a result of 
invention. 

It is true that such an investigation 
might worry buisiness, but it l» also true 
that millions of our citizens are already 
worried as a result of the installation of 
labor-saving and labor-di»plactng devices, 

Mr. Cochran then inserted in the Con- 
gress ion a! Record an editorial appearing 
in the St. Louis Fosl Despatch of May T. 
1930, which reads in part : 

With auch a machine a crew of six men 
can turn out 446 tons of tin plate in an 
eight hour day. A crew of five men on the 



Elevated highways fo the rescue 




George W. Drennan (right) Preiident 
Drennan & Sill, Inc., Detroit, Michigon 

*'Transporfation is exerting a far more destructive influence on 
property values In congested areas than natural depreciation from 
use or damage* ... If old congested shopping districts are fo remain, 
a new type of highway must be built or mass transportation pro- 
vided. Widening of streets will not do it. A type of street either 
above or below ground seems most desirable. An elevated highway 
can be erected at iJttle or no more cost than some of our street 
widenings and if limited to buses at certain hours rt would dis- 
courage individual cars and eliminate many parking lots." 
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"North America" 

INSURANCE IS DEPENDABLE 

PROTECTION 



The stress of recent years has given greater signifi- 
cance to the term ''financial stability," That is why 
business men are today exercising discrimination in 
the selection of their insurance carriers^ with keen 
interest in the name on the policies that safeguard 
their investment in their businesses, homes and other 
possessions. For an insurance policy is merely '*a 
promise to pay/' a promise whose worth obviously 
must be predicated upon the financial strength of 
the insurance company behind it. 

In the public's mind '*North America*' Policies 
are synonymous with dependable protection, an 
acceptance that is supported by the Company's 
148-year record and financial position. 



ifcr Oldest American fire and marine 
insurance company.. founded 1792. 

* A 148- year record of prompt and 
equitable settlement of claims, 

^ Losses paid since organization over 
$444,000,000. 

The Company has successfully 
weathered every conflagration in the 
history of the United States, as 
well as ail panics and business 
depressions. 

^ Surplus to Policyholders over 
$71,000,000. 

★ Capital $12,000,000, 



Insurance Company of 

North America 

PHILADELPHIA 

and its affiliated companies write practically every form of insurance except life 
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Every Major Improvement 
in Watchman's Clocks 
was first made in a 
Detex Clock 



1^ 




DETEX WATCH CLOCK CORPORATION 



?■» Beach iJl.. 



-rv-t- III. 
, A'i J!l':i 
VI? 1 




The firif Arnt>i'4can*deii9ned waichiwoni'f 
clpcii wai byij't atmoft □ half cenlurjr 
ogo, Tliii dock, %\nf voitl/ imprt»v«cl, 
wdt d Newman — one lh« Detex !in«. 

The fint wettehman*! cto<k to b* made 
complerefy in the United Sto^ei wqi o 
DeIeK Cloclu 

frdck in 1^04 ttie B^ard of Under* 
wrrten op proved the f\nl wcrchmeri's 
clock — ^of covrte It ^at a DeteK Clock. 

First fodoy, at they were ot tfi* lutn 
of file GenhifV, Delen Clock i, 80,000 of 
them, ore now nighily proving Itieir 
iM^oHfl in plonfs throughout the United 
States, superyjirng watchmen^ prevent- 
ing tmi through fire ond thefl, 

Thero it a D«feN Stiperviiory Syitem detign«d to 
tvit your needf ond your plant — detigned to onure 
you maKtmum protectton*^ Moke a note to investi- 
gate lodoy. S^e yovr neoresr Deiex ogcnt or 
wrde for complete inforrnofion'. 



WATCHMEN'S CLOCKS 

NEWMAK * iCO * ALERT * FATROL 



,ed out ton Uni^ 



^ Twenty-six uf t 
. The research 
they have cUmlnated d6,lMJ 

Certainly Mr. Cochran ha« csLum for 
alarm if that is what the continuous mill 
haa clone, and la domg, in the sti^el in- 
dustry'. 

But weff* thfw men thrown nut of 
work, or merely shifted from a type of 
work that t ' nuous mill couJd do 

faster and some other phixm 

of activity in Uvv inaustry? 

This is what John H, Van E)cv<?ntet. 
editor of /n*n Aft^, has to say in an arti- 
cle published in the D€irmf Sttttdmf 
Times of January 15. 193^: 

* ' ^ ' ite of the introduciiitri vt thi . 

machine ftht* continuous 
iijjJt : ' L. iial predirtions wi»re made as 
to the number of workmen it would dl«- 
place. Vet in the pa.st ten years*, employ- 
ment in companic.*i which operated eon- 
tinuDUS miiii? incrca^*^! ?- t * i cent. 11 we 
trace the cfTeel of t-nt in the 

cotnpany and town u oontinuouii 
mill was first introduced, we get some 
interesting requite. We find that the popu* 
lat ion, employment and wages have more 
than doubled in tliat short lime. 

! Wider mafkct, more workers 

INFORMATION that I have obtained 
from manufacturers of the rolling milis 
and officials of factories employing them 
I show that, in the aggregate, these mills 
have resulted in employment increases 
ranginjET from 11 to 13 per cent. Mr. Van 
Deventer's figures are probably more up 
to date, 1 do not question them. The im- 
portant point is that» instead of reducing 
employment, the continuous mills have 
actually increased the number of wage 
earners In the steel industry. 

How can such diametrically opposed 
views be reconciled? 

Let me repeat: Those who see a ma- 
chine displacing labor take a surface 
view* Because rolling mill men were 
taken off a certain Job, critics of the ma- 
chine Immediately conclude that they 
were discharged, whereas they were ab- 
sorbed in other phaseH of steel manu- 
facture, along with additional help made 
necessary by the increased production 
that the continuous mills made possible. 

Because of the de%^clopment of the 
continuous mill and other technological 
practices, the use of steel In the United 
Stales increased from 2.600 pounds a 
person tn 1900 to 16.800 pounds in 1935. 

As a result, emploj'ment in the steel 
industry has risen from the 150«000 of 
60 years ago to approximately 500.000 
today. And according to figures released 
by the Machinery and Allied Products 
Institute, employment in 1936. the last 
5*ear for which we have complete statis- 
tics, exceeded the 1&2& peak. Today it is 
even higher. 

One important feature of technology 
generally overlooked is the fact that 
machines, besides increasing employ- 
ment in the industry to which they are 
adapted, create a vast number of inci- 
dental or "hidden" jobs outside that m- 
dustry. For each operator of a labor 



iiavmg T 
in and 
job to th.i 
A good e\ 



ciiuntless others l>i>th 
' the industry, owe their 



this Lfl found In the 
' ' ^ hough accurate 

d, it has been 

■ 'i UiLit in .1 , , , , , 

: thousands 
li*aiut.j^ m^ ' 
make their 

certainly. fri>iii inv it4bt#itt ui ihv itnui in 
thf* factnrv Thi« vn^t number includes 

e mc* 
'ouHst 

canip proprti^lura. rtuiij buu ■ m i 
operators of the wayside i. -r 
stand. 

Few of them would be in business or 
jobs today If labor saving machines had 
not made rtiass proiluction of aulonio- 
biles possible. 

Now let's see what mass pro4!uction 
methotls have done to labor in the auto 
industry itself. 

We would naturally expect fairly 
rapid growth in the early stages of any 
new manufacturing enterprise, but the 
automobile industry continued to ex- 
pand tremendously long after attaining 
maturity, and, in point of employment, 
is still growing, despite, or again, he- 
cause of continuing technological ad- 
vancement. 

Employment in auloniobUe factories 
in 1937 was 15 per cent higher than in 
the peak year of 1929, although produc- 
tion was below the 1929 level, due to in- 
creases In the quality and size of the 
average motor vehicle. For every 100 
workers engaged in automobile manu* 
facture Ix-tween 1923 and 1925 there 
were 109 in 1935. 

Another industry popularly believed 
to have been hamstrung by laboi saving 
machinery is mining. 

Mining machinery has been perfected 
to the point where two men can In one 
hour undercut more coal than was nor- 
mally undercut by a miner working in a 
full week. A locomotive manned by two 
men can haul more ton-miles in an hour 
than a driver and a mule could move In 
a month. Loading machinery like the 
steamshovel has tremendouaJy magni- 
fied production per man. 

When such machines were first Intro- 
duced many miners ^*ke the W€?avers of 
early England noted and attempted 
to wreck the machines. 

Mechanization and workers 

THEY couldn't foresee that mass pro- 
duction was to mean more jobs and bet- 
ter wages. With improved working con- 
ditions. One of the most highly mech- 
anized coal mines in the world is in West 
Virginia, It is now employing half again 
as many workers as it did before the in* 
stallatlon of labor saving devices. 

This is not a freak case It is typical 
of coal mining in the United States as 
a whole. 

Mechanization, and the lowered cost 
and increased demand that mechanlza* 
tlon brought, was directly responsible 
for employment in coal mining increas- 
ing from 190,222 in 1890 to 4H0,OO0 in 
1935. 

Theorists who hold that Iat>or saving 
machines arc in reality labor displacing 
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machines often level an accusing flnger 
at office work. 

Here again let's study the facta. In 
1B60. when not a single olfice machine 
as known, only 4,000 out of every 1,- 
000.000 were employed in office work. 
Then came the typewriters, adding ma- 
chines, multiple check signers and 
scores of other labor savin devices. 

Today 50,000 per 1,000,000 population 
are en^ag"ed in office work. 

According to United States Census 
figures, the period marked by the most 
^intensive technological advances in off- 
ice work— '1920 to 1930 — saw stenog* 
raphers and typists increase from 615,- 
000 to 811,000, while bookkeepers, cash* 
iers and accountants rose from 735.000 
to 931.000, Today the total is larger. 

Labor saving machines, more than 
any other factor, are to b« credited with 
this increased employment. It's not a 
question here of machines displacing 
labor, but of machines creating and do- 
ing work that simply could not be done 
Without them. 

Another good illustration of how labor 
saving machines create jobs is to be 
found in the baking industry. The intro- 
duction of electric mixers, automatic 
ovens and the like led many to believe 
that thousands of those engaged in old- 
fashioned methods of baking would have 
to seek other employment. 

But modern innovations actually 
brought more workers into the industry, 
because they improved quality, lowered 
prices and thus stimulated demand. 
About 200,000 are now employed in com* 
mcrcial baking* Suppose we discarded 
all labor saving machinery and returned 
to hand methods. Would the 200,000 men 
and women now employed in the indus- 
try be increased ? 

Hand work and high ptices 

CERTAINLY not. Moat of them would 
probably be hunting jobs because, if 
inexpensive, uniform quality bread and 
crackers could not be bought at prevail- 
ing prices, baking would return to the 
home. Housewives wouJd not pay the 
greatly increased prices that hand- 
baked bread would demand, and all the 
bakers in the country, working double 
shifts, could not supply a fraction of the 
present demand. 

And so it goes, on down through all 
our industries. Over the long pull, ma- 
chines invariably increase employment. 

Take glass. Thanks to mechanization, 
it has become so cheap that tt now takes 
about three times as many workers to 
supply the market as it did when glass 
was hand blown. 

Take the dial telephone. Has it dis- 
placed labor? 

Dia] telephones in the Bell system in- 
creased from 2.7 per cent in 1921 to 
about 32 per cent in 1930. But telephone 
calls per month more than doubled in 
the same years, and telephone operators 
increased from 190.000 in 1920 to al- 
most 249,000 in 1930, according to United 
States Census figures. 

Telegraph and telephone linemen al- 
most doubled in the same period. Bell 
system officials assure me that their 
employees have increased by almost the 
same ratio since the 1930 census. This 



Memo 
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Is ibr link rt^d arrow of tli»» *"Not4 JvER-fiO'* Club \m your 
8peedom<?tcr? It reminds vou, an<l everyoiie who drives vour 
car, that ymi believe in driving safely and under a sensible 
speed UiJiil. 

You need not be insured witli Lunibt*rjiien.s to join tlip 
*'Ndt-Ovefi-50'' Club. Organized by LumlKTiiteiis lo bririjj; 
the lienertts of safe driving lo ear owners, tlie Club i?^ part 
of the eompany^s crusade to reduce autonioliile aeeidents. 

Lumber me us help.n all motorist!? . . , and its policyholders 
in particular . , . to avoid aci-idents. That in one reaaon nliy 
it writes more automobile eai^iialLv Insuranre and pavs mo^ 
torists more di^ idends than anv othrr ronipatn in Ameriea, 
Phone ynur Lunibrrnientt agent today and enroll yourself 
and family in the "Not-Over-50"" Club. .A^k htm— if ymi think you would he eligible 
as a careful driver— about this company's dividends wbieli have j^aved jHjliey holders 
an average of over 20% of their automobile insurance prmtiumi^ 5tnce organia^atioiii 

LUMBERMENS MUTUAL 

CASUALTY COMPANY 

JjvMEH Kemi'ER, President 

MUTUAL INSURANCE BUILDING, CHICAGO, U. S, A. 
0|)erating in New York as (American) Liimbermen;^ Vtutual ClasuuUy Company nf Ulinaiii 



l.l .\UJKiniENS Mi: TU.VL CASL'AL'I V OIVIPVW. Minii^l Ifi-iiriin. r Bl.l|-.. Unvati^K HI. 

rlta^ •kfMirL iri^ ]iHnir!4-| infarniAlInn O abivtit tht: " >i «rt-4H rr-'tir^ Chili — u dhtniJl h%m I HJ«y ntt^r U% 

\ttmr 
AddrrM.% 

Save W ith Sa/eiy in ihe "^H orlri's Greaiest iutomobiie Mutuar" 
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niKiNFSS DEPENDS ON 

MONROE FOR FIGURES 



Mini tii*i-k nl 1 1 

r- 

I- 



goo vsitii raciiig. 



Vou can't *^ct awav from Iiut^jri*'^?^ 
fi^rnrrN Imt you vnn ^vl away from 
{ill tlrla^', aiul <lnjilt*rry of 
iriiiiM'uriitc li^iiriii?:- Oik c yon M^r a 
Miuirf>r at wtirk tin yonrnu n fi^nrr*«, 
yon Will t<€C why Monroe iiiarliim s 




are doinf! I he lionV ssharc of thi* na- 
tion's fi|![ure w^ork/rhrrc h a Mofiroc 
f(ir every fi^^tirtn^ ji»b. at fH ire* lo 
fil llie hinl«iet of any hnsine^-^, large 
or ?nial l I he neare^il M onroe 

lirnneh for a trial — no obUgalioti- 




WHiATIfS . ' 
[Htiiit*.. Till 

iifsi* raltji fur ihir*'icjil M"ii1mi siiuijt^^-. i>»ittt 





VELVET TOUCH 

f*vpr>' kin. I of Hirijn 



. -< 4 lid 



um; bfitti ciilcytiitiir!) ami Ihtliig machines. 



AMOilROEfOR 

mnr HGUBE JOB 

ADOI^&-CALGUlATQRS 

LISTmG MACHINES 
QOOKKEIPINC MACHfNES 
CHfCK WfllTERS 
CHECK SIGNERS 

MONR OE 

CALCUUITING MACHINE COMPANrjNH 



great iru ^t i 
and the iiici * 



m jobs XH duo la the 
m I he volume of call». 



MORE THAN ISO MON'ROE OWKED BEASTHES SERVE AMERICAN liCSlXESS 



• Lhal Uity now 
t^i Iho p':^Ur and 

wiLU the £»a! 

One imp^ 
is the fact IhM. 
make r^'i!'' c»- 
in a jti «r two, ' t reale 

many lu and inv ; :he net 

result ha^ been an Increase in jobs. 

I A t xi^ l0'.k fit the 18 niii r inu- 
■ ! les that ow» ng 

, V i<> i.ii saving deviv^ sus- 
tMi h :-,K'h aa radio, rayon, aircraft, etc. 
Thfsi* fields of manufacture ; : i i • od- 
uct of the Machine Age. arc ^'le 
for the empi ^ - ^ nf i.OOO.Omh j ..trita 
alone. 11 l> ^'le to estimate the 

adtiltional irtiL^iMU ^ vJio tt rf ive t^inploy- 
ment producmic and i j ■ . juj; raw ma- 
tei lals for these iridu.sli k s, and han- 
dlmj^, Bcrvicm^ and sellmj? the finished 
product, but It may be conservatively 
eeli mated that one out of every four 
persons gainfully employed today owen 
hts job to a type of manufacturing 
spawned by technology. 

And. while old industries are declin- 
ing, these new oneii, t>ctween 1920 and 
1930, adiied more than three new work- 
ers for each one the vanishing industries 
lost. In 1&30, for instance, there were 
321,322 fewer draymen and stable hands 
than in 1920 There were 134.000 fewer 
wheelwrights and diescttcrs, 75,000 few- 
er dressmakers in homes, and 74,000 
fewer blacksmiths. The total loss in the 
declining industrieB was 800.000 But for 
the same period the gain in new indus- 
tries created by lalxir saving machines 
was 2,250.000. We picked up. for exam- 
ple. 687.000 truck drivers and chauf- 
feurs, 356.512 mechanics. 

Less work in hand trades 

STILL another point is that unemploy- 
ment. If it w»ere really traceable to mech- 
anization, should naturally be most se- 
%'ere in the industries where labor saving 
machinery is most widely used. But it is 
not Emploj'ment today m nearest nor- 
mal m the most highly mechanized in- 
dustries. 

Unemployment is most pronounced in 
the least mechanized occupations. 

Where, then, you might ask, do our 
8.000,000 or so unemployed come from ? 
If our factory pay rolls equal, or in 
some cases exceed, those of 1929. how 
can you explain the %*ast army of jobless 
that we have today ? 

For the answer we must look else- 
where than to the factory, because, at 
no time have more than one-fourth of 
our total wage earners been employed 
in manufacturing, white collar workers 
Included, and the proportion is higher 
today than in 1929. In that year 47.368,- 
000 persons were gainfully employed in 
all lines of industry, agriculture, pro- 
fessional service, business, domestic and 
public service. Of this total, 23 per cent 
were engaged in manufacturing. 

In 1930, approximately 24 per cent of 
those employed were in manufacturing. 
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lying saves us over 
4,000 working-hours a year 



SAYS MR. E. JOHN MAGNIN, 

PreiiJent of L Aiag^tit/ & 
Company t Exchssivf Style Shops 
in many West Coast Ciiks 

*'lt pays us plenty to Ay, in two 
very important ways — first, be* 
cause of the thousands of work- 
ing-hours and traveling expenses 
saved by our executive buyers 
each year — and second, we are 
able to display at all times the 
newest of the new from th e world *s 
style and merchandise marts. 

''Here's the way it works. At a 
minute*5 notice, our buyers can 
now fly across the continent over- 
night, and in one week*s time ac^ 
complish the same job that used 
to consume two weeks. If your 
pencil is sharp, you can Agure 
thatfOn at least 50 trips a year, Air 
Transportation means a lot to us/' 

Thh indorsemtnf gima without tompeaiafhrt 




FLY YOUR MEN -SAVE DOLLARS AND TIME 



despite the fact that the national in- 
come had dropped from $SOJ57»000,000 
in 1&2& to $63 J99,000.000 in 1936. Today 
wc have an estimated 25 per cent of all 
wage eat'nei^s on factory pay rolls. 

No opponent of the labor saving ma- 
chine will deny that it has been largely 
instrumental in establishing^ our present 
high standard of living. The goods and 
services that we accept as necessities 
of modern life could not have been ob- 
tained except through industrial inven- 
tions. Such luxuries as the automobile, 
radio, washing machine would be avail- 
ahle to only a small number of families 
if technology had not lowered their cost 
through mass production. 

Many tasks must he performed to- 
day that are beyond the capabilities of 
human hands alone. And even if all the 
goods and services now enjoyed could be 
provided by hand labor, there would not 
be enough workers. 

Too much for hand work 

IN THIS connection, the United States 
Census offers some interesting figures. 
In 1900 we had 29,000,000 persons gain- 
fully employed. By 1930 this total had 
risen by about 60 per cent, but, in the 
same period, factory production in- 
creased 200 per cent. Had it been neces- 
sary to increase hand production in the 
same proportion as factory production, 
90,000,000 workers would have been re- 
quired. This would have been 73 per 
cent of the total popuiation^ or every per- 
son, male and female, more than 15 
years old plus one out of every four be- 
tween ten and 15- 

In no discussion of the machine can 
we omit the undisputed fact that labor 
saving devices have been accompanied 
by steadily increasing wages. Where 
machinery enables a worker to step up 
his production^ his pay envelope fattens. 
Employees received 53 per cent of the 
national income in 1900; 56 per cent in 
1910; 63 per cent in 1920, and 65 per 
cent in 1929, according to the National 
Industrial Conference Board. By 1934 
the share wjiich labor received had risen 
to 67 per cent. It is higher today. 

Most economists agree with the facta 
that I have developed so far with respect 
to labor saving machines. 

"But," say some, "there is a satura- 
tion point, beyond which the machine 
becomes a menace. We have passed that 
point. We have gone too fast and pro- 
duced too much. We must slow down 
before men can go back to work, and 
to slow down we must curb the ma- 
chine/' 

Here is the crux of the whole current 
argument. Have machines brought over- 
production and attendant evils? The 
question involves many factors. A com- 
prehensive study of our ability to pro- 
duce goods and services was completed 
in 1934 by the Brookings Institute, After 
analysing natural factors, equipment 
and the labor force of the time^ the In- 
stitute concluded that the nation as a 
whole was producing at only SO per cent 
of maximum capacity in 1929. There is 
ample evidence that the United States 
had no greater percentage of unused 
productive capacity in 1929 than in pre- 
vious years. And there is good reason 



If it is your job to get results 
from yout men and okeh their 
traveling expenses, it will pay 
yoy well to phone or write the 
nearest Airline office and ask for 
a representative to call and show 
you how and why AirTransporta- 
tion has proved most profitable 
and also very economical to many 
other companies — It can be of 
service to you and your men. 

ASK HOUR TRi\fEL AGENT: It's easy to 



buy an air ticket to any place in the 
United States or the world. Sim- 
ply phone or call at any Travel 
Bureau, Hotel Transportation 
Desk, Telegraph office or local 
Airline office, for airline sched- 
ules and fares. 

Air Transport Association 

135 Suutii LaSallu' Street, Chicnjio, Jllinoi^ 

T^/j tiiueaiimai campaign h sponsored jmntly 
hj the 16 rrij/or Unftei/ Siaies Airlines^ and 
ManuftUturm dttd Suppikrs t9 thi Air 



JTMYSTO 

TRAVEL, MAIL, SHLP BY AIR 
Air Mail gees there FIRST, and gets FIRST attention— for only 6c an ounce. 
Air Express packages get ihere FIRST Low co&c^ world-wide. 
Call Air Express Division, Railway Express Agency* 
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W In the same way thai 
crude rubber needs various com- 
pounding and reenlorcemeni ma- 
leiials !o be al all serviceable — Ihe 
finest Mechanical Rubber Producis 
have advanced engineenng iea- 
lufes for Ihe besi serviceabililY . < ■ 
their different elements ore com- 
bined according to the most im- 
proved melhods, This is the under- 
cover quality. 

You have only to examine Ihe 
inner sliuclure of Republic Betting 
or Hose to detect the advancement 
in built4n qaalily— you will find 



Provides the 
Long Life and Oper- 
aling Economies of 
Belting and Hose, 
such lefinemenls as duck construe- 
tion for belting designed to elimi* 
note internal chaling . . , shong and 
Tesiiienl cord carcass in pneumatic 
hose for resisiance to unusual shock 
and abuse . . . tenacious rubber 
compounds for wear and tear. The 
neKl lime your plant requires belt- 
ing or hose replacemenls, look into 
Ihe merits of a Republic brand. 
Republic Rubber Division ot Lee 
Rubber & Tire Corp.. Youngstown, 
Ohio. 




to believe that unused capacUy is niucii 
less than normal today due to a popula- 
tion increase of about seven per cent 
since li>29, and the fact that replace- 
ment of old equipment has not kept pace 
with otjsolescence and demolition. Fur- 
thermore gtatiaties throughout the Ma- 
chine Age show that employnient and 
production rise and fall together, and 
that at no time has employnient risen 
appreciably unless the trend of produc- 
tion w&s upward. 

Yet many sincere students of the un- 
employment problem believe that labor 
saving' machines hai^ brought overpro- 
duction, and that overproOuction is di- 
rectly responsible for millions being out 
of work to<!ay. 

It is this school of thought that has 
advanced plans for shackling the ma- 
chine with taxes and penalties. 

It will be inter est mg to foltow the 
fate of these proposals. All of my facts 
would indicate that plans to curb the 
machine are based on a false premise. 

Danger in machine taxes 

MOST industrialists claim that the pro- 
posed lax on laljor sa vmg machinery 
would result in double taxation. They 
point out that the machine and its pro<i- 
uct are inextricably linked, and that, 
since products such as automobiles and 
radios are already taxed, any levy on 
the use of the machines that make them 
would represent doubling up. They also 
believe that such taxation would in- 
evitably increaae the price of the prod- 
uct, with resultant fewer sales and more 
unemployment. Assuming that the pro- 
posed tax on labor saving devices should 
prove practical, and would reduce unem- 
ployment, it is certain that the adminis- 
tration of the tax would encounter many 
problems. 

Opponents of the plan aay that a bu- 
reaucracy approaching the N.R.A. set- 
up would have to be created, with hun- 
dreds of clerks, inspectors, examiners 
being added to the federal pay roll. 

How could we determine the tax to be 
assessed for each type of labor saving 
machine that is operating 7 And how far 
back should we go m our classification 
of labor saving machinery f 

Some of these problems must have 
heen in the mind of Undersecretary of 
the Treasury John W. Han est when he 
wrote to Senator Pat Harrison, chair- 
man of the Senate Committee on Fi- 
nance, on Feb. 6, 1939. relative to S. J. 
Resolution 3, one of a number of pro- 
posals for taxing machinery, 

Asked for his opinion on the matter, 
Mr, Hanes replied, in part: 

While, of course, considerations of prac* 
ticability must affect the concluj^ions as 
to the desirability of the tax, it never- 
theless seems that, in the instant situa- 
tion, the ques^tign of desirability involves 
large and controveraial iiisue^ of policy 
touching industry and commerce and the 
pcrsonri employed therein, in general, and 
capital and labor emjdoyed in the manu- 
facture of labor saving machinery' in 
particular . . . this department does not 
recommend adoption of the proposed 
resolution. 

But we still have some 11, 000*000 un- 
employed. What is to be done about 
them, and more» particularly, what are 
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we to do with tht machine that is ac- 
cused of throwing them out of work? 

Before expresfitng an opinion, let me 
briefly review our mdustria] history be- 
tween 1900 and 1&30- Those three 
decades saw the United States become 
the greatest manuiactunng country in 
the world, and the most prosperous. 
This prosperity can be traced directly 
to the introduction of the so^catted labor 
-aving machine. It created millions of 

w jobs, developed numerous new in- 
iustnes, raised wages, and gave us a 
living standard that makes the average 
alaried American a millionaire by com- 

irison with workers in many foreign 
nations. 

But the technological advancement 
that brought this prosperity could not 
have been achieved but for the United 
rates Patent Office. Few persons real- 
that our patent system, even more 
than the machine, is chiefly responsible 
for the tremendous growth of wealth in 
this country. Without the patent sys- 
tem, and the protection and cooperation 
that it affords, few capitalists would 
have dared to invest their money in the 
manufacture of the coiintless products 
that have buOt our wealth. Our patent 
system, while open to improvement, is 
sUU the finest in the world. That is why 
America leads the world in the develop- 
ment of Industrial inventions. 

Sometimes critics of the machine ask 
me. **\Vhy should the Government re** 
ward and encourage the creation of un- 
employment?*' in a tone that implies, 
"Aren't you ashamed of your job?*' 

Patents help progress 

I AM proud of my Job and of the pat- 
ent system, because 1 know that patents 
stimulate prog^ress. and create mdustry 
and employnii^nt Those who would 
bring back economic prosperity certain- 
ly have no reaj*on to be alarmed over 
tet"hnolo(jir;iT prf>L'r'*9S. Our recorcls 
»how thiiT ly one out of ev- 

ery six I 1 has labor-saving 

as itii puj <'ven devices desi^ied 

to eUmlnui if ten increase employ- 

ment through producing goods that 
could not be made by han<L 

I do not claim to have a cure for un- 
employment. It is a complex pr(»blem. 
But I have an idea, founded in facts, 
that might reiieve the situation to a 
jrreat extent That idea in that we should 
» . . ■ ' * mftchine as a vtllam, 

;i Xiiiie it an the moat 

p! .i .u,^ a^. in y for putting men back 
to wcirk. 

If we are to be guided by fa* ' ■ * s 
and proved throuirhout our 
Age, we shoijl 



We know V 
15 or 20 new 
new jnhw ' 

tne * 



. an*- 
lied 

i iiiiiiiijns of 
"t advanced 
ulustriea, 
bs^ 

ihv idbor sftving 
mi of an sutnmo- 

M1. Why 



y hms by no mems 



He's helpful — and 
he lives next door 




bMfi r^mdmk it la hmiUeaa 



In \ Lii iM .^hborhwd th< n - i man i*ho** friendly, < apnlile aiitl 
at H ays available, He\ your Un ai l^tjndaiil »"*^ent or broker, 

i UAl r.n him ti> make a survey of the haicards that menace your scrwritv. 
Yuu*li find him ready to help yoy cbo<»se correct immranee cm 

for h»»mr ' » . • 1 » r 

former) ; 

rmplcivfefi or public; and attiiilar hazards — ami eager $e kelp you 
oul of trouble when misfortune btfalh 

^ ' ivlit^ jiid ^uf»iv if. lid* - 
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MAN TO MAN 
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MONEY MARKETS 



By CLIFFORD B. REEVES 



• UNDER the lead- 
Feud Among crship of a nuin- 
Underwriters of important 
investment houses 

" outside New York 
City, a fight is under way to break the 
hold that the big New York houses 
have on the origination of security 
issues of leading corporations. This 
struggle to disrupt long-standing 
banking connections and **decentral- 
ize" financing promises to become one 
of the outstanding financial develop- 
ments of the coming year. 

Because there is not enough new 
issue business to go around at pres- 
ent, the "have nots" look with cov- 
etous eyes at the profitable business 
of the "haves" and would like to cap* 
ture a part of it. Time was when 
underwriting relationships between 
investment firms and leading corpora- 
tions were almost sacrosanct. But the 
dearth of business has changed all 
that 

One way in which the leaders of 
this new movement hope to accom- 
plish their objective Is by demanding 
competitive bidding. 

Even in cases where the issuing 
corporation decides against such pro- 
cedure, the competing bankers can 
attempt to embarrass the manage- 
ment by publicly stating their willing- 
ness to bid a higher price than the 
one arranged. 

This makes effective publicity 
against the tradition of continuing 
banking connections. It is unfair, of 
course, in that it fails to take into 
account the prestige of the offering 
house, past services rendered and 
other factors that may have played a 
part in determining the price agreed 
to by the corporation. Moreover, it is 
one thing to bid higher for an issue 
you know you are not going to get; 
selling it successfully at such a price 
is something else. Moreover, a high 
price does not necessarily reduce 
banking costs, but may involve seri- 
ous penalties both to the corporation 
and investors. 

The '*have nots" also hope that, as 
a result of the integration of utility 



systems into state-wido, rather than 
widely scattered systems, as required 
under the Public Utility Holding 
Company Act, they will be able to 
bring about 'localized" financing in 
the future* Under this system, a 
Middle West utility group would be 
financed by Middle West bankers and 
a West Coast group by West Coast 
bankers. 

This raises the sure-fire appeal of 
sectional pride. Whether the under- 
writing capital of various sections or 
the local demand for securities will be 
great enough to meet the needs of 
local industries, however, seems ques- 
tionable. 

Another evidence of the rebellion 
is the complaint that out-of-town in- 
vestment leaders are not being given 
large enough participations in issues 
that now originate in New York. 
Dealers claim that the originating 
houses are keeping too large a pro- 
portion of such issues for distribution 
by their own organisations. This com- 
plaint is just one small note in the 
loud chorus of publicity against the 
alleged monopoly of a small group of 
New York houses in the new issue 
business. 



Flash! Man 
Bttes Dog! 



"" THERE is no nov- 
elty about suits 
brought by inves- 

tors against those 

who sell securi- 
ties. But when an investment under- 
writing firm sues to recover losses on 
its own issue, that's news ! 

The first case of this kind arose re- 
cently when Russeil Maguire & Co., 
Inc.. and M, j; Hall & Co-, Inc., who 
had underwritten an issue of common 
stock of the Detroit Paper Products 
Company, filed suit for $400,000 dam- 
ages against the engineering firm on 
whose expert opinions the underwrit- 
ers had relied. 

The Securities Act makes all so- 
called "experts/' such as engineers 
and accountants, liable for the accu- 
racy of any statements they make 
that are a part of a registration state- 
ment. So far as is known, however. 



this is the first time any security 
underwriting firm has tried to collect 
damages from its consulting experts 
because of alleged misleading state- 
ments. 

It's refreshing to learn that under- 
writers can sue, as well as be sued, 
under the Securities Act, 



Senalof Norris 
PulU a Boner 



SEN, George W. 
Norris of Nebras- 
ka is the father of 
theT.V.A.and has 
been a constant 
critic of private utility companies. So 
it n>ight fairly be presumed that he 
had at least an elementary knowledge 
of utility operation and finance. 

Therefore, when the Senator re- 
cently charged that the Consumers 
Power Company of Michigan was 
"robbing" its customers by allowing 
its parent company, Commonwealth 
& Southern, to buy its stock at a lower 
price than was offered by an outside 
banking house, the financial com- 
munity was both amazed and amused. 

It was amazed at the Senator's 
ignorance of the real effect of the 
transaction he criticized; and amused 
because it knew what a boomerang his 
criticism would prove to be. 

The Consumers Power Company, 
all of whose common stock is owned 
by Commonwealth & Southern, need- 
ed new .share capital, which the parent 
company agreed to provide. The price 
agreed upon was $28,25 a share, which 
was the book value. This price was 
adopted in accordance with a formula 
established the preceding year by the 
Securities & Exchange Commission. 
At that time, wlien Commonwealth 
& Southern was willing to pay $60 
a share for Consumers Power stock, 
the S,E,C. requested that it pay only 
the hook value. 

The Michigan Public Utilities Com* 
mission, acceding to the S.E,C/s 
wishes, approved the gale. 

After the price had been set in the 
current transaction, Otis & Company, 
a Cleveland banking firm, offered to 
pay more than $28.25 for the stock. 
When the company ignored this offer, 
Senator Norris started to scream, 
"Robbery!*' His contention was that, 
by refusing to sell its stock at the 
higher price, the company was allow- 
ing itself to be "milked" by its par- 
ent, with penalty to its own customers 
who would have to make up the dif- 
ference in the long run by paying 
higher rates. 

Superficially this might seem to be 
true. But any junior statistician in 
Wall Street could have shown Sena- 
tor Norris his error. 

Commonwealth Si Southern owned 
all of the common stock of Consumers 
Power to begin with, and would con- 
tinue to own all of it after the trans- 
action in question was completed. So 
it made no difference to C. & S* wheth- 
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SAFEGUARDING THE 



NATION'S 



BUSINESS 



When new frontiers arc to be gained, 
the hardy scout plays the leading 
rok. It is he who forges ahead to 
' cl out dangers and sound the alarm 
iui those who arc to follow. 

Capital Stock Fire Insurance is in- 
dustry's trustworthy 
scout. Without the 

•nstant vigilance of 

iis sound and effect- 



iveprotccnon^all industrial progress 
would be slowed down or stopped. 

The engineering and inspection 
service of The Home and its policy of 
prudent yet progressive underwrit- 
ing, provide for industry the safest 




INSURANCE 
COMPANY 



NEW YORK 



and most reliable precaution against 
loss following insurable mishaps. 

Industry crossing frontiers need 
not be exposed friendless to savage 
attacks and the gauntlet of ^!^e,wind- 
sto^Tt , explosion and sim ilar hazards. 
This kind of insurance 
— car to ground, eye 
to future — ^safeguards 
the nation^s business* 



Through its agetiis and brokers^ THE HOME is the hading proteciar 



Mmes and the Homes of American bidm 




CoEiyrpgh^ \ Amm*c^ Credit Iftdamniiiy Cq. oI N» V« Yt 



ir Business 

The Picture of Health 



To all appearances the debtor's business wos sound and flour- 
ishing. Everything looked rosy when goods were shipped. But.., 

No matter how exhaustive o Manufacturer's or Jobber's inves- 
tigation may be, dangerous conditions may exist. Sometimes 
the debtor, himself, doesn't know. Other times unsofe factors 
□re successfully concealed. 

American Credit Insurance 

makes your debtors' accounts acfuolty as safe as they seem fo be 
when credit is extended. All goods sold under the terms of the 
policy will be paid for. 

American Credit Insurance removes the meooce of unexpected 
credit losses, prevents the indefinite freezing of capital in delin- 
quent accounts. With receivables secure and capital liquid, you 
are in exceptionally favorable position to se!l— and fo obfain 
bonlcrng accommoc/atjons* 

Include Credit Insurance in your executive program for 1940. 
Ten policy forms provide exactly the kind and degree of credit 
protection yoy require. Investigate. 

AMERICAN CREDIT INDEMNITY CO. 



OF NEW YORK 



J, F. McFaddetif President 



CNamber of Commerce Buildingp St* Louis, Mo. 
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er the price it paid for the new stock 
was $1 or $1,000. 

But the price was a matter of vital 
interest to the electric customers of 
Consumers Power, as it would have a 
bearing on the capital valuation that 
is one of the factors considered in 
rate-maicing. The higher the price 
was set, the greater would be the capi- 
tal values that must be supported. 

So, in urging that the company ac- 
cept the offer of a higher price from 
outside bankers, instead of selling 
stock to its parent company at the 
book value of $28.25» Senator Norris 
was unwittingly advocating an in- 
flation of capital values — the very 
thing for which he has always criti« 
cized utility companies, and which he 
says is one of the chief reasons for 
high utility rates! 



Mystery in the 
Stock Market 



Ofl»c«t in fffintipal tilimt af Urtifed Slcil«i find Cqnoda 



THE weakness 
and dullness of the 
stock market in 

_ the face of recent 

rapid improve- 
ment in business and industrial activ- 
ity is a strange anomaly for which 
the financial community has been 
frantically trying to find an explana- 
tion. 

In one of the most rapid upsurges 
in recent history, industrial output 
has jumped 20 per cent since the be- 
ginning of the wan Corporate earn- 
ings have shown large gains, and 
scores of extra dividends were de- 
clared in the closing months of the 
year. 

But, Instead of responding as ex- 
pected to these favorable develop- 
ments, the stock market declined 
steadily on decreasijig volume. 

Renewed strength in early Novem- 
ber was shortlived, and, by early De- 
cember, the industrial average was 
ten points below its early September 
peak. Meanwhile, the volume of trad- 
ing on the New York Stock Exchange 
declined from 57,%0,000 shares in 
September to 23,000,000 in October 
and to only 19,000,uu0 in November. 
In the latter month there were only 
six days on which trading totalled 
1,000,000 shares or more. 

As to the reasons for this strange 
apathy in the stock market, there are 
two schools of thought. Many ob- 
servers attribute it to liquidation of 
the holdings of British and French 
investors. The recent dwindling vol- 
ume of trading, however, would seem 
to cast doubt on the importance of 
this factor. But sponsors of this the- 
ory, who estimaie sucli liquidation at 
about $1,000,000 daily, claim that, 
because present markets are so sensi- 
tive, even that much selling will cause 
a price decline. 

Other observers, who question the 
effect of foreign liquidation, feel that 
the market is merely expressing skep- 
ticism regarding the continuance of 
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the recent business boom. Many econ- 
omists and market analysts fear an 
rarly reaction from the *'false war 
boom" and think that a business 
skimp is in prospect for early 1940. 
They feel that business overstocked 
during the early months of the war 
l>ccause of fear of shortage or price 
advances and predict that such **fear 
buying" will soon cease. They point 
nut that orders for American goods 
placed by foreign governments have 
meanwhile been relatively small, so 
that neither domestic nor foreign de* 
mand will support the present rate of 
industrial activity. 



THE Treasury De- 
Foiling the partment has al- 
'Tree Riders" ways been eager 
to encourage small 

investors to sub- 
scribe to Government bond issues. But 
■ he small fellows have been the bane 
if the Treasury's existence, because 
if their habit of taking "free rides,*' 
that is, reselling their bonds at a 
;irofit before making full payment on 
I hem. 

Government issues are usually of- 
fered at a price that will assure their 
rising to an immediate premium. 
Hence the small buyer has been able 
to subscribe, make an initial payment 
of ten per cent, and resell immediately 
at a profit. If the premium at which 
the bonds sell is points, as is 
often the case, the investor makes a 
sure-thing profit of $15 on each $100 
he puts up. 

In the past three years, the Trea- 
sury has devised various restrictions 
to prevent this sort of speculation in 
its issues, but without much success. 
On the recent offering of $500,000,000 
of two per cent Treasury Notes, how- 
ever, a new plan was devised, which 
seemed to be airtight 

Individuals who subscribed for 
$5,000 or less were given their full 
allotments, but were required to pay 
for them promptly in full, and pro- 
hibited from selling for two months. 
Payment in full and the assumption 
of the risks of holding for at least 60 
days made subscriptions attractive 
only to legitimate investors w^ho were 
really buying for continued holding. 

This provided for the first time in- 
teresting evidence as to the extent of 
the real demand for Government 
issues by small investors. The figures 
showed that subscriptions in amounts 
of $5,000 or less totalled something 
between $20,000,000 and $25,000,- 
000 or four to five per cent of the 
$500,000,000 offering. This indicates 
clearly that the Treasury is depend- 
ent upon large institutiona] buyers 
and that real private savings of in- 
dividuals are not being attracted to 
Government offerings in any large 
amount. 



ASIMPUWAY 

TO LOWER HAULING COSTS 




Trucit Us fits In lOO Induatrimm Have 
Provsd This Mmthod ProcUcaif 



You know fhat a horse ^^"^ can carry only a 
few hundred pounds on its back, whereas if can pull many 



limes that much. 



Likewise, a motor truck 



^ ^ when coupled to a Trailer and used as a mechanical 
horse can pull far more than it can carry* 



THE FRUEHAUF 

"Truck-Trailer*' method of hauling 
Kos been adopted by truck users in 
more than 100 lines of business. Chief 
among these users are professional 
haulers whose income depends solely 
upon their ho u ling costs. Whatever 
your business, the "Truck-Trailer'* 
method may be just what you, too» 
can use more economically. 

Swings In First Cosf To Starf With 

You're sure to save on first cost. In- 
steod of buying a truck with tKe 
capacity needed to carry your loads^ 
you select a smaller truck, add a 
Fruehauf Trailer and pull your loads. 
The price of the smaller truck and 
trailer is much less than that of a 
larger truck of equal capacity — on an 
average one -third less. 

Now Come Sfftt Greafer Savings 
Your fuel cost will be lower as much 
as 30% less - because the truck you 
use to pull your Fruehauf is smaller* 
. . . Your upkeep cost will be lower for 
the smaller truck. Savings here may 
be as high os 35% » * - Your deprecia- 
tion will be less since the smaller 
truck will cost only one- half as much* 



You'll have a smaller investment to 
write off initially and when you re- 
place it. The Fruehauf Trailer is good 
for ten years or more. 

Add ''Phs" Advanfoges 
Leading the list of other advantages 
is the **Shuttle'* operation. With one 
truck you con handle several Trailers. 
You simply leave one or more Trailers 
to be loaded or unloaded ond use the 
truck to do a full-tiine job of pulling 
first one and then another of the 
Trailers ready to be moved* 

Fcrcfs fo Help You 

You can get all the facts by sending 
for the booklet "Executive Thinking.'* 
It^s yours upon request. 

Worfd'» Old«f & Lorgeit Mariufacluriifs. of Truck-Trail^ifi 

FRUEHAUF TRAIliER CO,. DETROIT 




FRumuFmim 

MORE FfiUEHAUF TRAILCRS ON THE ftOAD THAN ANY OTHER MAKE 
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mflRCHflriT 

SERVICE* 




★ ONE RESPONSIBILITY 
ONE GUARANTEE 

Dire cf from factory 
to every user of 
Miar chant ca/cu/ofors 

Wherever the user may toke his 
Morchontccikutalor, it will always 
be within close touch of a direct 
factory - owned - and - operated 
Marchont Service Stotion. 

Company technicians . . . factory 
troined and supervised , . . insure 
prompt and competent attention 
to all Marchanf calculators in use 
in the United States and Canada, 

ir Charges • . . and QuoBfy of 
Service ore controlled by 
the Manufacturer. 




The Achilles Heel of National Defense 



MARM CAmilNG MACHINE COMPANY; 

tlOMI OrPICIt OAKLAND, CALrfOMNIA, U. S. A, ' 

■ ] 

St&fmm »n all Prtnttpai Ctit*% l 



(2 



\ rl -r,^; "^1 




f Continued from puffe 17/ 
' freeman rally on ttie college eampua. 
The natlonaJ alog^an was ''t'ell with the 
cost." 

Even so the iFEdividual who got too 
cocky was put lit his place: 

"The carpenters at work on an &rniy 
cantonment stiuck for $15 a day,'* aaii! 
an army officer- "The rate was |12. We 
jiist chased 'em off the reservation and 
! 'em not to come tjack/* 

The strike in the Bohn works did not 
reaiilt in an actual hold-up of the nation- 
al defense program, hut the failure of 
the truck contract seriously interfered 
with that plan. No truckee, no marchee. 
There would be enough broken arches to 
fill the Grand Canyon if a modem army 
trteti to march on our modem concrete 
roads. 

Even if an army could march, it 
coulfl not make speed. Food, and drink, 
and shells, and all the other munitions 
must be carried in trucks. Then rollmf? 
kitchens must he rolled behmd trucks. 
I with all their pots and pans. Armies sUU 
travel on their vest buttona. Then guns 
and smalt arms. 

Handicapped without eqijipmenc 

THE Hussians in 1915 got along very 
nirely without guns or small arms, it is 
I true. Nothing happened to them except 
they were captured or killed. 

The Army must have blankets and 
blister eradicators and de lousing salons 
and electric ears with which to listen for 
enemy planes and spruy guns with which 
to blast them down if they get too near — 

All right. All right. Of course we are 
not at war. The point is that, if the 
national defense program means any- 
thing at all. it is as a protecUon against 
being forced into a war. All of these 
things mean manufacturing processes. 
The Industrial ^fobi!ization Plan, to which 
reference has been made* is regarded as 
a beautifully contplete project. Ten 
thousand manufacturing organisations 
would cooperate, each w^ith all the ener- 
gy and managerial ability it possesses. 
TTie theory is that the standing Army, 
plus the National Guard, will be able 
to hold any enemy in check that might 
invade our country while the 10.000 
manufactories go to work turning out 
munitions as and when needed. 

In the matter of eicecution. however, 
the mobilization plan might be handi- 
capped by thoughtless labor action. 

The standing Army and the National 
Guard — 600.000 men in all— are not 
ready to defend anything. They will not 
be for another 18 months, even if every- 
thing goes absolutely right. It has not 
the things to fight with. It lacks the 
guns and the trucks and the rolling 
kitchens. We have the finest semi-auto- 
matic rifle in the world in our Gar- 
:ind, but it is being turned out at the 
r ite of only 50.000 a year. Tu'o and one- 
half years would pass before the Army 
could be armed- We could not delouse 
the general staff alone, not to speak of 
600*000 doughboys. The first impulse of 



everv .:: i American is to say nasty 
thirty - lit the Army, but the fact ts 
the Artny has been star^'ed. For almost 
20 years Congress went on the theory 
that the world had i;ot religion and wc 
would only need enough of an army to 
march down Pennsyivania Avenue when 
some foreign thunderbug came to tow*n* 
Eight years ago the Army's horses aver* 
aged 19- 1 years old. Under war condi- 
tions a 19-year-old horse is just one 
wheeze ahea<l of death. 

"It isn't BO bad now/' said a sardonic 
ofticer of the Army, "Our horses average 
only 16 years old and a month or so. You 
might call >m colts." 

A skeleton army only 

DURING the 20 years of fan) inc. the 
Army was cut down in numliers until it 
could not function as an Army Last sum- 
mer*s maneuvers proved that. General 
Hugh Drum has made that statement 
repeatedly and with emphasis. To shake 
it down into aiTny condi*ion agam, it has 
ijcen planned to hold general maneuvers 
in the Southwest in May and June. 

The Army and the guard will have 
been increaised in numliers by that time 
and the staffs will ha%'e an opportunity 
to work out in the field the problems that 
for 20 years they have been studying in 
books. 

Unless tliey have that kind of field 
practice, the Army would no more be an 
Army than a baseball team would be a 
team if its members got all their practice 
in their own backyards. 

But the Army has not today one^third 
as many trucks as it needs to get to the 
Southwest, not to speak of getting about 
a bit when it reaches the practice ground. 
Under the very best conditions the Army 
arms with the speed of an hysterical 
anaiL Congress has surrounded the pro- 
cess with all sorts of safeguards. Bids 
must be advertised for material subject 
to competition for three months. Then 
the lowest responsible bidder's bid must 
be accepted. He may le thoroughly re- 
sponsible in the eyes of the law and still 
lack the facilities nec^^ to get his Job 
out on time. 

Must take best bid 

THE Army can match its ftnancial deal- 
ings with those of any large corpora- 
tion. But in some classes of procurement 
it is not permitted, no matter how press- 
ing the need, to use its discretion in ac- 
cepting bids, 

"We could let a contract just as quick- 
ly as General Motors or Henry Ford." 
said one oMcer of rank, ''and get just as 
good figures. But we can^t do it. The law 
won't let us.** 

The Army advertised its bids for the 
trucks needed for the present need. 
Three months' time gone. It could not 
advertise before it got the money from 
Congress, of course. The Chrysler cor- 
poration was low bidder by $400,000. But 
the Chrysler corporation deals with that 
same U,AAV., of the CJ.O., that the 
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"Why should I be 
interested m the way 
you are paid?" 



f V Why sliout^i L as a buyer of insnrajice, care hmt* your 
company pays yon for sellhig it to nu\^ 

A* Simply for this reason : My company pays me not ac- 
1^ cordinj^ to Iiow mitch I sell you, but according to how 
^ Wf// I sell yuu, 

<J. Witat do you mean? 

A. My company now gives me a substantial extra reward 
if my clicntti keep their insurance in force. 1 1 h so suh- 
stanual that from now on, the biggest part of my in- 
come will depend, not upon how much insurance I sell 
til you and to niy other clients, but upon how success- 
fully this insurance meets your needs* 

Q, Ilow docs your company know whether the insurance yon 
sell 7ne really meets my needs^ 

■\. The true measure of my elTcctiveness in my job is your 
continuing satisfaction with the insurance you buy 
from me. If you keep the insurance in force, my com- 
pany assumes I have done a good job of selling you 
and servicing you. For nothing will induce you to keep 
ifi force pulicies which are not properly fitted to your 
■ needs* 

Q, What do you mean by properly fitted'*.' 

A. Just this: There arc two things I must watch. First, I 






must not encourage you to become overenthusiastic, 
and buy insurance which you cannot afford to carr>\ 

Q. You neednt worry about that with me. But go on. What's 
the second? 

A* When you were a young married man, you might have 
bought a policy which does not meet your needs now, 
when you have a larger family. There are many such 
changes in men's lives. It is my job to keep track of 
your needs, to keep the insurance you have bought 
from me in onler* li: m imporlant to you that / do this 
for you, f*jr 1 can make changes in the insurance I have 
sold you without cost or loss to you* 

Q, Does it cost m e more to get this kind of sendee? 

A, It does not* On the contrary, this new method of 
paying agents will lend to reduce the cost of life insur- 
ance to the public. It will reduce the number of lapsed 
policies, which represent a loss both to the policy- 
holder and to the company. A lapsed policy usually 
means a wrongly sold or poorly served policyholder, 
and my company rewards me in direct proportion to 
the soundness and intelligence w*ith which I sell you, 
and serv^e you. 

Northwestern National 
life insurance company 
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NATURAL LOCATION 
for INDUSTRY 

In the vast, rich territory 
served by Frisco First, indus- 
trial opportunity *s every- 
where strikingly apparent. 
With a basrs of lov^^-cost hy- 
droelectric power^ — abundance 
of oil, coal and gas — agree- 
able labor conditions^ a large 
and fast-growrng market for 
industrial equipment of all 
kinds, and a retail market of 
IBVz million consumers . . . 
it is not surprising that nearly 
two thousand new and varied 
industries have established 
plants in the Friscobelt within 
the past five years. 

Industries depending upon 
agriculture will find, in the 
Friscobelt, ideal soil and cli- 
matic conditions for the pro- 
duction of needful commodi- 
ties. Facts that may seem 
stranger than fiction are yours 
for the asking. 

Missouri, Arkansas. Oklahoma, 
Teicas. Kansas, Tennessee. Mis- 
sissippi, Alabama^ Florida are 

Induslrial Department, ¥rhce Lmes 
B20 Frtsco BIdg.. St. iouis. Mo. 




Bottn Aluminum and Braaa Castings 
Company does. There were hints that the 
cm. planned to eaU its men out on 
strike. 

The evidence In the Bohn case shows 
that the CJ,0, will not give preference 
to the Government, no matter how 
pressing may be the Govern mentis need. 
hm it gelB into a strike. There b no 
;iy by which the men could be com- 
pt.'ne<l to go into the factories and turn 
out the Government's contracts. No one 
I has suggested that there should be any 
such provision in law covering indus- 
trial operations in tirne of peace. Em- 
ployers are just as eager to protect their 
rights from the encroachments of the 
Government as are the empioyees. The 
Chrysler corporation felt that It must 
protect itself. 

"We will incorporate in our contract 
a clause providing that, if our produc- 
tion is hampered by labor troubles* we 
will not be held to it," 

That was not acceptable to the Gov- 
ernment's legal experts. It might or it 
might not have been a perfectly sensible 
and workable idea but it did not M the 
ruies. 

The rules are inflexible because they 
must cover conditions with no allow- 
ance for misfit facts. The Chrysler com- 
pany was obliged to refuse the con- 
tract for which it had been the low bid- 
der because the CJ.O. threatened to go 
on strike. Since then the C1,0. has gone 
on strike. 

Until quite recently 50.000 men. more 
or less, were sitting idle and the buying 
capacity of the community had been de- 
creased by some $4,000,000 a day. The 
Army was compelled to readvertise for 
bids, with a consequent loss of time. 

Delay in can tracts 

OTHER great companies which could 
make for the Amty the motor equipment 
it needs took the stand that they must 
likewise insist on a protective clause in 
their contracts- The fact that they would 
be obligated to produce for the Govern- 
ment $12,000,000 worth of trucks on a 
day certain would not be overlooked by 
the C.LO. It would be equi%'alent to 
placing in their hands a weapon against 
which the contracting company could 
have no defense. Yet the Army must 
have the trucks. Otherwise it could not 
have the motor equipment necessary to 
move the troops for the May and June 
maneuvers. 

"We passed a miracle,'* said an op- 
timist. **That*s the only way we could 
get the trucks/' 

The Fargo company agreed to take 
the chance that its men would not go 
out on strike and hold up the Army's 
truck contract. It did not insist on the 
clause which freed it from liability if 
there were labor troubles. It is the writ- 
i^r's understanding that all the legal 
nithorities of the Government to which 

■ matter was submitted held that the 

inpany must bid on a pay or play 
liasis. 

The matter is now in the hands of 
the Comptroller General, who has the 
last word in passing on government con- 
tracts. It may be that a way out may be 
found by which the company may be 



saved from loss due to a factor it could 
not control. It is hoped that the Army 
will get the trucks. 

If organlBed labor should close down 
the Fargo plant and prevent the con- 
struction of the trucks, there is nothing 
the Government can do about it— in time 
to get the trucks for the maneuvers. 

The Army has let other contracts, how- 
ever, in w*hich the possibility of a labor 
tie*up has been (disregarded, to the sum 
of about $110,000,000. In the next fiscal 
year, that total will rise to $700,000,000. 
If there is anything like a possibility that 
we may be forced into war, the total will 
almost automatically rise to $1,400,000,- 
000. The figures for naval procurement 
run about the same. The Navy is in a 
somewhat better position than the Army, . 
however, because Congress has always) 
recognized that the Navy is not only the ^ 
first line of defense but that the line must 
be kept in a defensible position. The 
Navy has its needs, of course. Its powder 
magazines ha%^e been swept almost bare 
and the old ships need a thorough re- 
conditioning, hut at least Navy has not 
been forced to start from scratch, as has 
the Army. 

The Navy could go into battle to* 
morrow^ and give a good account of 
itself. The Army would have to ask for 
an IS months' recess so it could get ready 
to fight. No one thinks that this country 
will get into a war or that, if we did. 
any invader would be foolhardy enough 
to land an our shores. 

Still, there is the fact. In 18 months the 
Army could go to war I 

Workers should know 

NO ONE In any position of responsibil- 
ity has suggested that labor is not whol- 
ly loyal. No politician has entered into 
this equation. Any politician would hesi- 
tate to say that labor would knowingly 
do anything to injure the national de- 
fense program. 

But the persons of whom inquiry was 
made are wholty indifferent to and apart 
from professional politics. In general 
they observe that, if the national defense 
policy is to be seriously impaired tkrough 
labor's failure to cooperate — and the in 
ternational situation were to become 
more threatening — ^only three courses 
would be open. 

One would be to give labor everything 
it can think of to ask for. 

"That would be bribery and black 
mall." 

The second would be to use force and 
compel labor to do the jobs essential to 
the country*s safety. 

*'That would be repugnant to all our 
ideals and a dangerous departure from 
our form of government. No one could 
say how far we would go if we eve 
started along that road." 

The third w^ay is to place the facts 
fully before organized labor. 

**Our labor is loyal. Some way can be 
found by which every interest of labor 
can be protected and yet the program 
vital to American safety can be worked 
out. There is good will on both sides. 
There ia only a failure to know the 
facts.*' 

This article la an attempt to tell some^ 
thing of the story. 
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How Low Debt Cities 
Get That Way 

age ta5£ -sup ported city -school bonded 
debt of $10S per capita for cities in this 
group, the Seattle debt is only $57 pet' 
tapUfL This doea not include a large 
municipal utility debt which is being 
paid from the earnings of the various 
municipal business enterpriaea. 

The northwestern metropolis appar* 
ently has achieved its favorable debt 
statuB. not by any long-time plan like 
Milwaukee, hut largely because of rigid 
debt and tax limitations imposed by the 
fltate legislature. 

A law makes for low debts 

IN THIS reaped. Seattle's civic virtue 
In having a low debt is like that of the 
small boy who haa avoided a stomach 
fif'he only because mamma has hidden 
candy. But legislation protectmg 
' ixem from a high debt is one way to 
I hlc've the desired result- 
\ssistant School Superintendent Clyde 
Camphf*!! explains that the statutory 
juirement Lbat bonds issued since 1933 
i^i come out of the same tax limit aa 
r rating costs, naturally has discour- 
additional borrowings which would 
ficCL'ssitate cutting current operating ac* 
tlvltles. He says that the school system 
needs physical betterments but that a 
direct property tax levy for this has 
been voted recently. The required ap- 
proval of three- fifths of the voters 
ikcs such levies hard to obtain but it 
ii'tU'T than i«!Tiiing bonds. 

1 1 government is in a 
ri to obtam capital 
iji*piuvt'tii*:Ht,-i wUJiout having to Issue 
tax -supported bonds, according to May- 
or Arthur B. I^ngtlc. He explains that 
revenues from the municipal utilUies* 
local improvement district as^sessmentfi. 
a sizable share of the gasoline tax an<i 
current prr^pcrty taxes, hsvt* enahle<l the 
city to obtain capital mi prove ments with 
federal aid. as work relief projects, with- 
out havmg to issue profwrty tax bonds. 
Thus the annual reduction in the out- 
standing bondetl indebtedness without 
lasuLng new bonds has reduced Seattle's 
debt 

Another Washington city. Spokane. 
h»H tho lowest prr riipifri City- school lax- 
supported iMHitJinl debt for cilies In the 
lOO.fwX^ to atW.OOil group- AgaJrvst an 
|R4 ptr tnpita average for all cities In 
this class, the Spokane city-«chix>l bund- 
Hi debt Is only $26. 

Clly Engineer Alfml D Butler also 
testlAi'S as to the eflfect of the state laws 
In holding down the bonded debt Kn- 
gineer Bulier says 

The »ta? dts the amount of 

bonded in - n eitv mi*v Incur 

mi 

gvneml clinMitin*, 
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...and please the men in your Hie! 

The siiiiirt business girl no lunger menaces lender 
tongue and lusciuus lips by clicking stamps! . . . Sticking 
is slow — and isn't sanitan i ... A little red Postage 
Meter v%ill take stamp-Jilicking, stamps, and envelope 
sealing out of her businei^s life forever . , . I he postage 
is in the Meter, loss proofs lliefl proof, borrow proof. . , 
and h fmntai on the eiivelojKs; or on tape for [>arcel 

post — any aniuutit of postage needed The Meter even 

keeps iu own records on postage and mailing — acconnts 
for every postage penny , . . I Ir" letters look neater, and 
move faster in the [lostolliee! 

Then fht f^Jfut hoy doesn't have to gallop out for 
stamps so tjften , . . the hvvkkaprr doesn't fuss ainnil 
the postage account . . . the vjfue maftai^ct stops woirving 
ahtnit jjostage expense . . . tlie pmtal u vrkt r duvwix have 
to face, postmark or lancel Metereti mail , , . the fnm is 
jjleased widi the postage saving and eflit iency . . . and 
the hvy Jrirmi tloesn't have to wail on date ni;^hts! 

If your oHiee doesn't have a Piuiex -Bowes Postage 
Meier, start your tampaign now . . . ask our neaiest 
oHiec Uvi a ilemtMistration in vonr olhte on your mail . , . 
ami Liss die stamps '^ontiUvc! 




The Postage Meter Co. 

1302 Paclllc Stieet 

Stamloid, Conn. 




:&5.000, ii also worthy of comment. 
Preaent taxpayers of this New Eng- 
iand town have a few far-aighleti ctvic 
leaders of 25 years ago to thank for this 
condition. The present outstanding school 
bonds total only $120,000 as compared 
to school debts of upw^ards of $6,000,000 
in many cities of this g^roup. It will he 
entirely paid off in 1&40 and should be 
the occasion of no mean celebration by 
the taxpayers. 

John Mahoncy. secretary of the 
Worcester Taxpayers* Association, says 
this low debt is due to a law applying 
only to this city, passed by the legisla- 
ture 25 years ago, which restricted the 
bonding powers to only a few public 
projects — in the case of schools, only to 
senior high schools. Several years ago it 
was amended to include junior high 
schools. Consequently, many new^ ele- 
mentary and one large junior high school 
in recent years have been built and paid 
for from current tax levies. 

Saginaw, Mich., population 80,000, 
holds the blue ribbon not only for the 
lowest city-sehool bonded debt for cities 
between 50.000 and 100,000 population, 
but for all places with more than 50.000 
population. Its per rapita city-school 
debt is SI 2, as compared to an average 
of $85 for cities of its population group. 

Restrictions on bond issues 

A CONSERVATrVE citizenry and a 
property tax limitation, which compels 
a vote of the people for certain types of 
city bonds* contributes to this low debt 



ham. 



ager L. F, Cooklng- 
who goes on to explain : 



Baginaw has not always enjoyed a low 
debt record for, in the 'twenties, the city 
government issued many bondif and on 
June 30. 1930. the city's debt alone was 
$7,593,000, This increa*iing debt rpsultfd 
in increasing tax rales. Thereupon the 
taxpayers elected to olflee representativei* 
who might havp been cta«u«ed as "debt 
consc louts.'* As a tei^ult, no city bondu ex- 
cept a nominal amount for special im- 
provements and refunding issuers, have 
been issued since Aug, 1, 1929, The school 
ofHciats have an even betler record in 
that no school bonds, €*xceptitig two re- 
funding issues, have been issued since 
Feb. I, 1922. 

Yet Saginaw has obtained the neces- 
sary public Improvements without bor- 
Fowling, though in some cases with 
PAV,A. aixl Among these betterments 
have been a new city hall, a district and 
central hre station, street widening and 
re paving and an addition to the munici* 
pal garage. A new Saginaw River bridge 
is in contemplation. The school board 
has made additions to several elemen- 
tary buildings and Is constructing a new 
$1,500,000 high school with PAV X. help. 

We now take pleasure in intrmlucing 
Lansing. Mich., population Tft.OOO, w^hich 
has the real distinction and genuine 
honor of being the only American city 
of more than 50.000 population— again 
except Washington. D. C. which has 
no school debt but has a first-class school 
plant. Also it has a comparatively low 
school property tax rate. A pause with 
doffed hats to salute Lansing. 
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ADVISORY SERVICE 

on FORMS and 
BUSINESS SYSTEMS 



Pick up your phone — call the Hjary sales 
agent, or wire Dayton. Po^tha>tc you 11 
find an Egr>^ Form Special i!tt In your own 

office to give you the hene6l of Egr>*'s 47 years of service and ihc 
experience of Egry sales agents in solving form prohlems every day. 
Not one peony will it cost — nothing but your time! In return 
you'll receive genuinely helpful service — the kind of suggestions 
that have shown thousands of businesses how to save money. No 
obligation. Send your name today. It's a forward step It* money 
saving through writing all forms the proved Egry economy- way. 

EGRY SPEED-FEED* For less than 2c per day for only 
(inc year, the ^ipttd-l'eed gives you a billing machine, doing 
the work of a several hundred dollar installation. Uses 
Egr>' Ctmiinuous Forms. Cuts out costly one*iime carbons 
Ji>ose forms and carbons, and other wasteful melhods. Auto- 
matically interleaves and removes carbons. Speeds up output 
per operator 50% and more. No change required in type* 
writer Ci>nsi ruction and operation. Demonstrations arranged 
without cost. Gi£i the facts at once! Address Dept. ND l4o. 
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As a reauU. Lansing's school income 
la entirely free from *'dead horse*' 
charges or interest on old bonds. This 
didn't just happen, It resulted from a 
plan, started In 1905. which any city 
can imitate with the same results. 

J. VV. Sexton, school superlnlendent. 
whom many people credit with much of 
its success, explains It as follows: 

About 25 yearH ngo, I^nslnf? paid off 
its bonded indebtedness on a central high 
school which had been built many yearn 
before. It w*as discov(»r**d that more In- 
terest had been paid on the bond Issua 
than the principal amouritvd to There- 
upon, the then school bfiard decided to 
follow a pay-as-you-go policy lij provide 
new bulldin^js Since then, all schmjl 
buildings, including a $1,000,000 high, 
school, have been financed by direct tait 
lev^-. For several years before the erec* 
tion of a new budding, an additional lax 
levy is accumulated to pay for H. 

Kalamazoo. Mich., population 55.000. 
is another city like Mllwatikee. which 
deliberately planned many years ago to 
free itself from its city lionded debt. Bui 
Kalamazoo has reached its goaL 

In the city manager's office Is a glass 
tube containing the ashes of the last city 
bond paid off In 1937. 

It has not only paid off Its general 
city bonds but all of its municipal utility 
bonds leaving only a comparativel 
amall school debt. Its taxpayers also en 
joy— and *'enjoy" is the word -a low ta 
rate of $24 per $L000 assessed valu 
which is only 60 per cent of the mark 
value. 

Here ts how Mayor A. L. Blakeslce d, 
scribes the fortunate debt position 
the city : 

Since 191S Kalamazoo has folliiwed 
pay-as-you-go policy. The last outstan 
ing city bonds were paid off in IB3T, 

For the pa .it 20 years the city has issue 
no iKmd^j except a fimall issue for poor 
relief in 1932 which was paid off live 
years later 

All funds for permanent municipal 
improvements, including the sponsor's 
share of W.P.A. and P,W,A. projects, 
have been raised by lilrect taxation or 
from sources other than by borrowing. 
At first this policy pushed up the tax 
rates a little but the present low city 
tax rate attests that this city can pro- 
vide all the necessary improvemen 
from direct tax levy and still have a lo' 
tax rate. 

Danville, III. population 36.000. has 
the lowest per rapita city -school tax- 
supported bonded debt of all cities from 
30.000 to 7.000.000 population in this 
country (except Washington, D.C. i for 
which statistics are available. This rec- 
oitl certainly is worthy of a flag over 
the city hall. 

Its debt is only $10 per capita m com- 
pared to a $65 average for cities in the 
:^0,000 to 50.000 populalfon group. It ha« 
r lOth a low city and school debt. 

^'The reason that Danville haa a low 
city and school bonded debt," says David 
J. Twomey, secretary of the Danvilit- 
Chamber of Commerce, *'iB that our citi- 
zens have always been tax conscious and 
have always been vigilant in this re- 
spect," 

Othtr cities which do not yet appear 
in the low debt group have taken slep;i 
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to cut their bom led tie Ms and swing to 
a pay*as-you-so basis for ftnancmg per- 
manent improventents* 

Finance Commissioner Dean Van Nesg 
of Topeka, Kans., 64,000 papulation , 
outlines an easily imitatetl plan which 
Topekans probably would largely credit 
Ml". Van Ness, 



Debts are steadily decreased 



A FEW years ago, the state legislature 
authorized the city to make a special 
annual levy for capital outlays. In sub- 
sequent years, as the bonded debt 
dropped, the city levied, when neeessary. 
direct taxes for the required current im- 
provements but in an amount not in ex- 
cess of tiie drop In the debt. 

In spite of the issuance of a few bonds, 
the Topeka city debt has dropped stead- 
ily in the past ten years while* in the 
past five years, a $7,000,000 construction 
program has been cariied on. 

That Mr. Van Ness* plan of debt re* 
duction as working is seen in the fact 
that Topeka only has a bonded city debt 
of $839,000 as compared to debts of from 
Sl.000.000 to $6,000,000 for most cities of 
its size, 

Utica, N. Y., population 101.000. has 
taken a definite step toward cutting its 
debt by writing into its charter a re- 
quirement that no city council can issue 
bonds exceeding 75 per cent of the bonds 
retired that year. Mayor Vincent Car- 
rou calls this plan paying back more 
than you borrow. 

Mayor Carrou further points out that, 
since 1936, the city will have reduced its 
debt by $1,662,000 bringing the $10,000,- 
000 debt to its lowest point in ten years. 
This contrasts with 1936 when half of 
the property tax dollar was going to pay 
interest and principal on bonds. 

Under a recent law. Oregon munici- 
palities may lay up tax reserves to fi- 
nance new public improvements* In 1937, 
California passed a law permitting mu- 
nicipalities to set aside funds for capi- 
tal improvements in advance of their pur- 
chase or construction. The voters must 
approve such special levies for a limited 
number of yea is. Hartford, Conn., and 
Lincoln, Neb., in addition to Topeka, 
Kans.» have been authorized by their 
legislatures to adopt the reserve fund 
plan for financing public improvements. 

In conclusion, it is apparent that, in 
all of these cities which have reduced 
their bonded debts, whether by a super* 
sinking fund as in Milwaukee, by rigid 
state law restricting borrowing as in the 
state of Washington cities, by a long- 
time plan of cutting the public debt, as 
in Kalamazoo and Lansing, or by any 
other way, there were certain forceful 
personalities on the city council or school 
board who put these various plana into 
successful operation. 

The inference is obvious. To debt* 
ndden cities, rchef can be brought as 
magically as by rubbing an Aladdin 
lamp. Let the voters simply rub their 
ballots the right way with their pencils 
and, presto — genii in the form of sensi- 
ble, intelligent citizens will appear in 
the city council or school board and 
make plans to cut the city or school 
debt in a reasonable number of years. 

It really is that easy. 





/ O put reverse Ent^lish on the old proverb^ '*one man's 
/ meat can be nourishing diet for the other feiJow, too/' 

0^ M The Bro%vn Corporation* was a regular user of our service. 

It gave their company money-power far in excess of what 
its regular conncctioas had provided. Brown had been selling 
considerable nicrchandisc to Blaclc ^ Company,* getting cash ad- 
vances on shipment from us and clearing them off the slate as 
Black's checks came in. Buc gradually. Black began taking 
longer time to pay- 

Since he had long been a good customer of Brown's, we frequently 
permitted an extension of time, hut advised a frank talk to see 
where things were heading. They quickly found the reason. His 
regular bank credit wasn't enough to finance the volume of sales 
Black needed. His working capital was continually frozen in 
receivables. First he had to pass up discounts on his payables. 
Next, he was passing due dates. 

Brown explained our service . * . told how it w^as helping him. He 
urged Black to consult us. We wxre called in. We negotiated an 
arrangement, effective immediately . - . without red tape or delay* 

Then Black's business curve started up again. In little more than 
a vear. Dun had iniproved his credit rating to AL By the end of 
1938, his net worth was nearly $200,CX)0 greater, a healthy 
increase of nearly 30%. 

* ★ * * 

Which would be belter for your busifsess — a borrowing ca- 
pacity set by routine consideration of your capital investment 
and an audit of your present condition? Or, a flexible finan- 
cing system that looks ahead and provides liquid cash for 
financing new sales as fast as you can make them? Write 
"Dept. NB^^ for our free booklet "CAPITAL AT WORK", 

*A p^Uttms name, fmt tht facts atiJ figunSt faken frmn itur m W/, r*?/; uriffuJ. 

COMMERCIAL CREDIT COMPANY 

**Han-Motificaii0n'* Open Accaunt Financing 
BALTI MORE 
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CAPITAL AND SURPLUS MORE THAN $65, □□0,000 



Freight Rates with a Southern Accent 
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Emphasis on dasa rates 
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therefore, if that 
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But the wmf to enre the wtnaiion Is 
not to taMUt^ aa aome tn the Sooth ha^e 
done, that the sonthem daaa ratea be 
made the same aa the eMem. forthwtth. 
or that there be a mxiform race 
stroetiire^ mah the same ratea for 
mHew on sftj article M every part of the 
CQiintry, 

The Interstate Commeree Cooimisrtan 
has freqoentiy pottxted oof that the daf- 




Rates arc comddtred scpasattljr 

THERB is a normal pnctOm for do- 
ins these thinca For eaample ., a few 
jeara agOv the prodooera of eoiEe in the 
Soath eonvtavoed tte aoi^hefB i 
that, for ooke to mopve £re^ fra 

baw the ame ratea mfie for tnfle. aa 
In the Korth. The northera roada dhi aat 
agree. In pew e eihugs before the Inter- 
et^e Cw ng iff ff OoeEEStiflriaa,, aad later 
before the oo^ta the s o ytfiere mt^- 
able to get thctr r^es 



The ma^gicgtiaa ^ tibt < 
this might be '"rery 
gem of gpderstatcfiieiit 

TtalBc In the Sooth li d iffer e nt from 
that hi the EasL It m made op of differ* 
eat a itieica hi diff er eiu proportlona 
movhig over cfiffercnt distaneea and to 
dureient votane aad density. rorth»^- 
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A threat to property rights 




O, i. Arnold, Prefidenf 
Northwestefn Notional LHe 
Insiirance Compotiy 

"Ni ihe very HgKt of every citU 
len to vote, tfier e rerfi a l4*f ear 
fo defnocracy rtself. For '^r « 
democracy, rf men of no pe''- 
sonal seCiJrTty af any time out- 
number the men of prop er t y 
and a <io9ree of iecynty— then 
ev^tfabiy the nqhf to property 
- - and wfth rt 
. - dftd freedom of 
every crtiien." 



nowiplafttt before the Inter* 
iiiilaSrin. to take an- 
other eaample. the soqfheni governors 
fisted 14 eonunodUes for arhidi they 
The soqthera ratl- 
at tte heaih^ to say 
that they atood ready and wlQhi^ to es- 
tabilih soch n^Ees on may of those com- 
modities vtMrever it was shown that 
pitmxA ratea retarded the flow of trafffe 
to the North and East Representatnres 
of certain 
oblected^ oa the j 
present ratea they eoold not i 
compete wtth the Sooth and were 1 
their tndQstriea 



Charges based on 



TO that sort of process ctf 

tftoatlQa on its merfta there can he no 
ol^ec^ion. That ks tlie isay m whkh oor 
rate strnc^ns have haea developed aad 
adjwied to the aeteal aaeds of com- 
merce. 

It has pro d uced , in the main, a flexible 
natural commerce rather than the re- 
utricted local trade which a more rigid 
rate system woold have foaLs^ed. fVom 
titia natiooai commerce both pro Oocet 
and rrmsmner have profited. 

The attempt now to pot all rate stmc- 
turea East, Sooth and West, into ooe 
mold, on a level of mtlfmim ty. woold be 
nothmg iesa tiiaa dtas&tma particular- 
ly to the prodocera and the raHroads of 
the West and South, the 

from die great mass of 



Bot. if rales are to b 
the prMore of political agiCatloa. sach a 
state of affaira m the natoat end. With 
the whole e ountry to consider, the inter- 

r^. is Itself mo re and a iore fi w a iHi *'*'*^ 
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GREAT AMERICAN INSURANCE COMPANY 
AMERICAN ALLIANCE INSURANCE CO. GREAT AMERICAN INDEMNITY CO. 

MASSACHUSETTS FIRE & MARINE INS. CO. DETROIT FIRE & MARINE INS. CO, 

THE AMERICAN NATIONAL FIRE INS, CO. THE NORTH CAROLINA HOME INS. CO. 
COUNTY FIRE INS, COMPANY OF PHILA. ROCHESTER AMERICAN INSURANCE CO, 



r The Great American Group of Insurance Companies issues practi- 
-| cally all lines of insurance except life at rates and under forms 
L that are fair to the policyholder and to the issuing company. 



DIRECTORS, GREAT AMERICAN INSURANCE COMPANY 



Daniel Ackehman .New York City 

Vice-President and SecTPttt^ryf Great Ameri- 
can iniurance Cotnpany 

Earl D. Babst. .... .New York City 

Chuirman of the Board, American Sugar 
Hcfining Company 

H. Donald Campbell . New York City 

President. Chase Ka clonal Bank of New York 

Arthur O. Choate . , . New York City 
Clark. Dodge at Co. 

John M. Davis New York City 

Pre^9.ident, Delaware* Lackawanna Ik Weatem 
Hciilro&d Co. 

Louis W. Dommerich .New York City 

L. F. Dommerich Bfi Co.* ComniiBsion 
Merchanli 

William 

President. G 



Howard C< Smith, 

Estate Trustee 



John M. Hillman, JR - . . .Pittsburgh 
Chairman of the Boards Hillman Coal fit 
Coke Cq. 

EuSTiS L. Hopkins . . . New York City 

Chairman of the Board. Bliafl. Fabyan &Cq.. 
Cotton Goods Contmiuion Merchanu 

Percy H. Johnston, ,New York City 

Chaliman of the Boaidi Chemical Bank 

Trtiat Co- 
Samuel McRoBERTS. .New York City 

Alexander R. Phillips, 

New York City 

Vir^'PfcBident, Great American Inturancc 
Company 

H. KOOP. New York City 

re at American iQAUrancc Company and AHillated Companies 



Jesse S. Phillips New York City 

Vice-President, Great American IniuraAc^ 
Company. Formerly Superintendent of 
Insurance of New York 



, New York City 



Philip Stockton. * . * , Boston 

Chairman of Executive Committee, The 
First National Bank of Bogton 

Hov B- White New York City 

President. Western Union Telegraph Com- 
pany 

Garrard b. Winston , New York City 

Shearman & SterUng, Attorneys 
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Is Your Business 

wearing 

Last Year's Hat? 

Tfhe next time your wife 
picks up hcT favorite women's 
inaga2inewatch her response to its 
advertising pages. In a half hour 
she knows what's new about hats, 
window draperies, perfumes, 
kitchens, cars and vacations. 

You'll find the same thing hap- 
pening when she reads the daily or 
the Sunday paper. She may be vague 
about the location of the Maginot 
Iine» the percentiige of steel produc* 
tion or your reasons for cussing the 
Labor Rdaitons Act, but of one thing 
she is certain — she can get by with 
*ast year's opinions but never with 
last year s hat. 

So met i m es h e r h us ha n d d oes t h t ng s 
differently — but maybe not much, if 
any, better. He doesn't want to be 
caught napping on the last Gallup 
Poll or on an important decision by 
the Wages and Hours Administrator, 
But he is apt to be a little lordly about 
leaving his business purchases to the 
purchasing department. 

The editorial pages of Nation*s 
Business tell you what you need to 
know to plan your business policy 
ahead. 

The advertising pages tell you what 
you need to know about new services 
and products tor business housekeep* 
ing. They offer practical suggestions 
to do things more quickly and more 
economicany. 

Like you — ^340,000 other business 
men are going through Nation's Busi- 
ness this month. They are checking 
what chey know against what ihey 
ought to know* 

NATION'S BUSINESS 

gfiiitg to j^OfOoo mt'fi — ifw largest 
group of hash fens hnyers hi America 



ratts by miles in^steaO of by llic needs 
of commerce. Constant stressing of dis- 
tance, as the one thing that counts in 
making freight rates, may weJl increase 
the natural tenclency to rely on mileai^e 
scaleH in the making not only of class 



rates but of commodity rates as well. 
The result of that sort of rate-making 
would be unexpectedly painful to those 
heavy producing sections which are out 
on the far end of the longer mileage 
scales —the West and the South 



I.CX. Chairman Views Freight Rates 

SINCE this article was wntfen^ the Interstote Commerce Com- 
mission hos hohded down its decision in the so-coded south- 
ern Governors* case. By a five to four vote (two Commissioners 
not participating in the decision] the Commission ordered a 
reduction in rotes on some of the 14 commodities included in 
the complaint, but declined to order a reduction m others. 
Readers will find it interesting to compare the following poro- 
grophs from fhe dissenting opinion by Choirman Eastman with 
the views expressed by Mr. Widetl: 

^^Competitive, physical, and traffic conditions differed 
widely in the various parts of the country, with the 
natural consequence that there were innumerable varia- 
tions in the freight rates. Forms of traffic which were of 
great importance and moved in volume in one part of the 
country were of much lesser consequence in another. Eco- 
nomic conditions impelled special consideration of a par- 
ticular kind of traffic in one section and not in another. 
Traffic densities and earning powers varied greatly. The 
impact of water competition was variously felt. These are 
only illustrations of the many differences in conditions 
which were reflected in the millions of freight rates on 
thousands of commodities. 

**Of course freight rates so developed over the better 
part of a century did not produce, nationally » a simple » 
symmetrical, and uniform structure, but one full of a my- 
riad of variations and apparent inconsistencies- Many of 
these, when the Commission came to consider the rates 
from the standpoint of the general public interest, could 
not be satisfactorily defended, and an examination of its 
record will show that the Commission has been continually 
engaged in the correction of such conditions ever since it 
gained effective power over the rates. Certain things should 
be borne in mind in this connection, however. One is that, 
in changing a structure evolved in the manner indicated 
over a period of many years, consideration must be given 
to the effect upon general commercial and industrial con- 
ditions and upon carrier earnings. Another is that by no 
means all of the apparent inconsistencies are indefensible; 
there are sound reasons for many of them. Still another is 
that the conditions affecting railroad freight rates are not 
static, but continually change, a strikmg illustration being 
the new and great competition from motor trucks. There 
is much which can and should be done to improve the rate 
structure, and the Commission will never lack for oppor- 
tunities. On the other hand the need for adjustments and 
variations to meet differing conditions will always exist, 

**Much of the outcry against supposed rate discrimina- 
tion to the injury of the South is based upon the difference 
in level between the southern and eastern class rates. . . 







Come What May 

LIFE INSURANCE 

races the World with Full Confi aence 



and the satisfaction of knowing that no matter 
what may come in the way ol mistortune to 
the heads ot families, it will be ahle to serve 
them or their beneficiaries fully and reliably, 
as it has done for over a hundred vears* 



MASSACHUSETTS MUTUAL LIFE 
INSURANCE COMPANY 

Springfield, Massachusetts 
Organized 1851 

/ 

Assets, December 31, 1938 $647,746,901 

Liabilities 626,809,000 

Surplus to the Assured . . . . 20,937,901 

(In addition thereto, Contingency Funds which 

are not included in the surplus • » , . 6,500,000) 
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The following 

PAMPHLETS 

published rn connection wifh our 
"What Helps Business Helps You" 
program, may be obtained without 
chdr9@i singly or in quantity lots: 

No. 7 What Did a Chamber 

of Commerce Ever Do for 
Me? 

Ho. t Business — Taking the 
Blame 

No, 9 Business — On the Fir- 
ing Line 

No. f I Business — On the 
Watch 

No* 14 Business — As Plan- 
ned, 

NATION^S BUSINESS 
Washington, D. 



OPPORTUNITIES ... 

★ TO any Industrialist contemplat- 
ing decentrahitlni^ of present 
manufacturing facilities or to one 
coniiklt'Hng the opening of a new 
plant, the City of Charlevoix in* 
vitetf their consideration of the 
unrivaled facilitief; that this com- 
munity offers for economic produc- 
tion and distribution. 

Your inquiry will brinjj an tm* 
portant analysis of the advantages 
this City offers and will be treated 
in strict confldence. 

CITY OF CHARLEVOIX. 
Cliarlevoii, Mtehigan 

Herrick. City Supf rintcrtdvnt 
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1 1 will imy you 
lo invrMiig;itc 
Fcnsacotii's 
opporr unit it s 
tat intlusitry 
a n d r o in ^ 
fiicrcc. ^Vn^;l- 
cola invites 
iTMiusio' and it 
has whal indusi 
nt'cds. For special 
information writr H. D 
Langford, Mauiigt-r, Muni* 
' ipal Advert i^iiii* Ho:ud — 
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Are Auditors Hard of Hearing? 




(Continued from pfttfC S2^ 
between various achools of accounting 
thought. Thus* ^iven the same set of 
facts and figures, two leading firms 
I of accountants were some $2,700,000 
I apart in their opinions as to what Fox 
I I*^im Corporation earned in one year. 
It made a difference of $1.12 a share in 
the apparent earning^s. Seventy cents a 
share of the difference was in the amount 
charged for amortization of production 
costs and theater depreciation. Forty- 
two cents a share represented a differ- 
ence of opinion aa to how much should 
be set up to provide for possible losses 
on investments in subsidiary companies. 

Detailed audits are costl)^ 

THEORETTCALLY it is possible for 
auditors to verify the more tanfrible 
items in a statement and to make abso- 
lutely certain that all recorded transac- 
tions are bona fide. But that w^ould in- 
volve counting every bit of material in 
the warehouses, verifying every custom- 
er's account and tracing every transac- 
tion through all the records. One auditor 
testified before the Securities and Ex- 
change Commission : 

A detailed audit of a small company 
can be made m from ten dayu to three 
week^. To maice a detailed audit of a big 
company, it would be necessary to keep 
a raft of auditors in the office the year 
round, practically keeping the ctimpany's 
lKK>ks. Furthermore, a company could not 
keep on doing: business if auditors were 
constantly holding up the routine by 
cheeking books and records that are 
needed for recording current transac- 
tions. 

While complete, detailed audits are 
often made for smaJI concerns, they are 
practically never made for large and 
complex ones except when something 
goes seriously wrong. They would be 
prohibitively expensive. To give an Idea: 
The formal routine audits of McKesson 
& Robbins cost on the average about 
$80,000 each. The searching, but still not 
detailed, audit which has recently been 
made for the trustee cost something like 
$300,000= 

Audits sufficiently detailed to detect 
with certainty collusive fraud would cost 
much more, and probably would not be 
justified as regular procedure. It is 
necessary to balance the cost of protec- 
lion against the probable loss- 
Auditors maintain that ordinary, so- 
' ailed "balance sheet ^audits'* will catch 
:Ul important irregularities except well 
organised coiluaion. 

niese audits consist largely of various 
samplings, tests and checks. Their value 
depends upon what are known as "in- 
ternal checks and controls." That means 
that the office routine should be so de- 
signed that financial activities are com- 
pletely segregated. For example, the 
executive who authorixes payments and 
the cashier who makes out the checks 
must not have access to the books, and 
the clerk who makes up the pay roll 



should not be permitted to pay off the 
help. 

In this way one employee is a check 
upon another and stealing is impossible 
witbout collusion. Auditors are expected 
to satisfy themselves that these internal 
checks and controls are adequate and, 
if Lhey are nolt to make a more com* 
plete examination. 

To the general public one of the most 
astounding revelations of the McKesson 
St Robbins case was that $10,575,000 
worth of the reported crude drug in- 
ventory simply did not exist. 

Drugs are tangible. They can be 
counted, weighed or measured and 
analysed. Why. then, was not an inven- 
tory taken as a routine pail of every 
annual audit? 

Here is the answer: The actual, exis- 
tent McKesson & Robbins inventories 
were scattered among 201 locations in 
the United States and Hawaii, and one 
each in Norway and England. There 
were*^ also small stocks in Japan and 
Canada. 

The inventories in the United States 
and Hawaii alone were recorded in 4.042 
inventory books of 70.806 pages. There 
were about 2.000,000 priced items in 
those books. 

The trustee of McKesson & Robbins 
had outside engineers supervise the tak- 
ing of thts inventory and examine and 
test check the identity, quantity, quality 
and pricing. 

The items counted by the engineers as 
a check on the accuracy of the com- 
pany's employees who took the actual 
inventory, covered about 40 per cent of 
the total inventory value, To test for the 
identity and quality of the various items* 
chemical analyses were made of one 
sample for each $50,000 of drug inven- 
tory and for each $85,000 of liquor. Items 
that were test checked for price made 
up about 20 per cent of the total inven- 
tory value, and those test checked for 
arithmetical accuracy, about 35 per cent. 

This cost about 1X00,000. Make your 
own guess what it would have cos^ to 
take a complete, detailed inventory. And 
remember that manv companies have 
larger, more diversified and more widely 
scattered inventories than that one. 

H. Olson, vice president of the Am- 
erican Appraisal Company, an important 
paii. of whose business is taking inven* 
tories. says : 

One hundred per cent validation of any 
sizable inventory down to a sworn state- 
ment of the contents and quality of the 
last ten cent container is* impracticable, 
prohibitive in cost and more than a little 
absurd, But, by supervising the in%'entor>^ 
taking and maklnp proper test counts 
and checks^ appraisers can make cer- 
tain at reasonable cost that an inventory 
is substantially correct. 

On that basis, a few leading auditing 
firms have always been willing to laHe 
complete responsibility, not merely for 
the "faimess" but for the correct nem of 
an inventory. A large part of the profes- 
sion, however, has preferred to sid 
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all responsibility for inventories. In 1934 
the New York State Society of Certified 
Public Accountants adopted a resolution 
which said: 

The trajning and experience of a certi- 
fied public accountani do not qualify him 
aa a general appraiser or valuer or fit 
him to assume in any or all cases full 
responsibility for the physical quantities, 
description p quality, condition, market- 
ability and valuation of merchandise in- 
ventories. 

That is hard to understand. Certainly 
any auditor can count. If he is unable 
to identify and value such technical ma- 
te daJs as drugs, jewels, hides, or liquor, 
he could call in expert appraisers to do 
it for him. 

Checking the accounts only 

BUT the resolution continues : 

If a certi^ed public accountant reports 
on a balance sheet of a concern over his 
jjjj^nalure without qualification or special 
explanation as to the items of merchan- 
dise inventories contained therein, it shall 
imply that he has exercised care in his 
examination by making accounting tests 
and checks of the concern's books of ac- 
count and other available records pertain* 
ing to merchandiae inventories: that he 
has received all information and explana- 
tions he haa required from the officers 
and employees responsible for the taking 
and valuation of the merchandise Inven* 
lories; and. so far as accounting methods 
permit* has satisfied himself as to their 
suhBtanliat correctness; bat thnt m re- 
gnrdfi ihc infot jnniion and txplmmtioHs 
he has required and as to oivni^rskip, 
physicfd quanfities, description, quality, 
condition, marketahility and vahtafian of 
thfr mcrfhandtseM he has relied upon the 
tepresentntiojiH of the concern's mnnage- 
ment, nuhject ta jtuch checks as maj^ 
have been obtainohle from the records in 
rcHpcrt fherrfo. and be It 

Further rcnolved : That it Is the sense 
of thiH society that, while the certified 
public accountant, through his experi* 
ence in various lines of industry, may be 
of value in assisting and cooperating with 
thf» management of a concern In the 
aupervision of a physical inventory tak- 
ing. It should be clearly understood that, 
in undertakmg this work, the certtfled 
public accountant doeii no only tn hiM cu- 
paekty ttJt an arroutitnnt and dorn Hot 
nmumc TesponsihiUtii ait att appraiser ot 
t'nSuer for the physical quuntiiteif, dett- 
Cripiion, quakty, rondttton, markf tahiUti/ 
and valuation of the tntrchandise. 

Th^t Is to say, the Society felt that its 
m«'nnbcrs could properly make certain 
that a client's clerks were good at anth* 
metlc ant! kept convincing looking rcc* 
ords but thai they could only take the 
client's word that the inventorlett e3iist«d 
at all 

Moat accounlantfl eagerly subscribed 
to thai dlclum and obeyed It. Some, how- 
disagreed For example. C Oliver 
Ellington, senior nartner of Scovell. 
Wellington A Company, and an active 
member of the Institute, has always fell 
that it Is the accountant's duly to accept 
responsibility for inventories Until late- 
ly he has had few followers among ac* 
ojuntanU. but hankers and credit men 
have given him their bleaalng. 

Back In 1927 he said lo a group d 
bankers : 

The inventory of the averaire mAnufac- 
turlng or ttsdinK concern ri*ptr*ents 
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TALK TO ANY PENNSYLVANIAN ^nd you sense the new day 

in the Key^loiie Slate. 

Onre more bus^inf'!^!^ ha?^ thr fjrci^n li^rlil. Private enlerprisr is ciui 
uf tliif "df>|f-liinjsc." \iid this s]i!nUiranl rhaii^j** is intt'rc^liiig ifidti^- 
try *6 useful i^es every 1^ hrrt- and ^buiiiil interest you. 

A s»tal)le, lialunri*fl Statr ^vilh lrdilrr^hi|i in many fieJiU unn<iu>ir> 
and viilh miirt* Hum 2.*MM)JIU0 Hurker> emplijy fd, IVuhna )v ijma 
iMvrh inc'c>rnin|v itiihiHtrich an iitiutalt'tit'ij roiiihiiiatiuii itf renourcrii 
£in<i advantages. 

In addtliim^ IViinM'lvaiiiii f^fteri^ you a government fnentily to 
hu^'mt'^^, inti'tit iin eirMiornv in ;£o^ i^rntm^nU ^inil a "new liu^inet^,^*^ 
tlepartmenl billing and uitli aiitliority lo hetp y<tu liM^ute a farfory« 
warelioiisr, braticli office or store in iliis^ ( ]ominoni% i^altli. 

If y*Mi are ?*eeking a real B^l**ine^i^ Opportunity , , , get thr 
about IVnn^v Ivaniii ami %«hat tta^ }ia|i|irneil to ntuki* 
her of greater intereiT^t lo induatry and lo \oij. 



^ rile to#la\ for vnur frei' enpv of "I Vnu'^v 1% ama 
— Itf^ Manv hiihiHtrial \d\ aiilage»." Adilr*^?*-* 
Dejiarltuettt iif Comiiierte, liarrit^burg. Fa. 
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various pha^^^ of Air Condi iioiiin|E« 

lions ^a\v^ uiifl jirtMluc-titm* 
Til fully real 1/4' ihr aihjinlagf^^ uf- 
f^rc(^, ytm tihoulrJ titT^onatly *irr the 
hundrrd^ of ni*w prfMlttrti^ lltai ^lU 
hr deni<fii!^1ri%lt>d si iHh lErrnt r^|Mt- 
•ill if III. Villi iirr ronliiilh invilrfl. 
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SK*!!!. Any att(»mpt to ma» y s 

financial it 

r»..tSiv \ - * - 

m I hi kn\ < it- 

rent aftf5«»t -h ; 

tt can UMUiiu , iiy 

whether ih^ accounts and i < iv- 
able Wfre set up in the r^K 
of business and can reasonably be ex- 
peeled Ui be liqajdated also In the regular 

course of businesH; but t > itnation 

of the fair value of the . ia not 

Ia that, however, a good reason for ac- 

ceplinj? *^ without verification'* 

II no to be made of the 

invent* ! morE than half of 

the total current assets, of what value 
for credit purpo^eii Is the auditor's certtri- 
cate? 

Weilington feels, that, If the auditor 
mj|>er\i»€« the cljcnt's inventory lakuig 
and makcd proper leata and checks^ in* 
eludtni; test counts of a sufficient num- 
ber of itenis. he can properly and saf ely 
take r€»poTisibdity for it^ correctness. 

Wellington has never t)eheved that 
purely accounting tests and checks — 
such as the Society advocated in 1934 - 
are adequate, A doi^n years ago he said 

Of what use la it for the audltor*9 
:$lstaritf! to eatch errors of $2,543.86 in eie- 
' tension** and footinge, when the total in- 
I ventory may be miJhond of dollars over 
or under, owing to the use of Incorrect 
quantities? 

In one case several yr- i 'oods in 

procciJs were carried at but an 

rtrtual count later by au^ii i iiowed a 
(oircet inventory of only $234,542, The 
inventory reports from mills had been 
rair^ed a! the general officer. In another 
I case an inventory carried at $2JtK).0iio 
I was found to be overstated by S1.!00.<W)1>. 
I the auditors having accepted some neatly 
typewritten j^heets and made some mathe- 
matical tests. In short, they were merely 
"footing and carryinj^ one/* when they 
should have been satisfying themselves 
on the actual values* 

Looking at inventory 

SO great was the clamor over the non- 
existent McKesson & Rob bins crude 
drug inventory that the accounting pro- 
fession has come to Wellington's way of 
thinking and has officially decided that 
auditors will have to do something about 
inventories. In the spring of 1939 the 
American Institute and the New York 
State Society issued a pronouncement 
that " corroboration of inventory quan- 
tities by physical checks should be ac- 
cepted as normal audit procedure/' 

However, the degree of responsibility 
that the auditor will take seems to be 
vaguely limited by the statement : 

The training and experience of an in- 
dependent certified public accountant do 
not qualify him as a general appraiser, 
valuer, or expert in materials. 

The public should understand thai, 
while he can take steps to warrant the 
expression of his opinion as an accoun- 
tant that stated quantities of merchan* 
dise are actually on hand, such procedure 
does not invest his opinion with a degree 
of authority w*hich he does not claim for 
it, or impose upon him a measure of 
responsibility which the nature of his 
work does not justify. 

But the mere fact that auditors are 

I now going to do something about verify* 
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will 111 Like 



A x ldom com- 

pletely Ui-u by an audit ia '*ac- 

countfl That item is a com- 

mon cov* I lui Linbezzlemcnts. 

The nrdv way to verifv 11 completely 
is t V c wcs 

Ihi- "O the 

iKNjks. The Uieoiy i& that tt lie does not 
answer, the amount Is correct. 

Most auditors have ajways felt that 
this shouki tie done, but the client fre- 
quently forbids it because of the expense, 
fear of irritating a customer what 
the customer sometimes m. 
as an unwarranted dun, or ev- -si- 
lt woulcj almost surely bring delaJcations 
to light. The profession has. however, 
resolved that confirmation of notes and 
accounts receivable by direct communi- 
cation with <iebtorH shall bo regarded as 
normal audit procedure, and that, if it 
has not been done, the amiitor shall make 
suitaljle explanations in his report. 

Audit reports commonly include van- 
ous comments, and close w^ith a certifi- 
cate signed by the auditor. These are 
supposed to ieli the reader clearly what 
the auditor did and did not do. 'Hiey are 
important and worthy of as close study 
as the figures. But as Clem W. Collins, 
president of the American Institute of 
A ct:o un t an Is, says : 

There iH entirely too great a tendency 
to read the accountant's report Chinese 
fashion, t>eginninjij at thi> end- with the 
important difference that the rc*ader too 
often does not read beyond the slgouture 
If he llnds the name of an accounting 
firm attached, eijpecially If it ifi one he 
knows and in which he has confidence, 
he Is satisfied. He assumes that every- 
thing Is in order and that every figure in 
the report may be taken at face value, 
although the report may be full of warn- 
ing signals and quail fical ions which are 
Intended to guide the reader and put him 
on his guard. 

The standard form of certificate used 
for corporations listed on the New York 
Stock Exchange and quite generally for 
small privately owned concerns when 
seeking credit reads; 

We have examined or tested account- 
ing records of the companies and oth**r 
supporting evidence, and obtmuvd in/or- 
rmifion and e:rpht nation:/ frvm offtccrx 
and cmpiotfGi^tt of the companies, we also 
made a general review of the accounting 
methods and of the operating and m- 
come accounts for the year; but wt! did 
not moke « dcftiiicrf aadif of the (ransac- 

Accountants maintain that the phrases 
I have italicized are Intended to warn the 
reader that the auditors have not made 
an audit sufficient in scope to disclose 
collusive fraud. The public generally 
seems to have missed the point. And not 
only the lay public. 

The Robert Morris Associates, a na- 
tional association of bank credit men, 
has conslatently criticized this certificate 
on the ground that the accountants teil 
what they have done, but do not express 
an opinion as to the adequacy of the ex- 
amination or of the information obtained 
from it. 

This criticism applies equally to the 
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The Penn .Mutual IMc Insunuicc Company's founders had the visiun uf Hnanciid indcpciidcncc thrijugh 
mutual protection, as the nation's founders had the vision of political independence through united 
action. This ideal ha> grown until today +(Ml50()0 i>i»licyho!ders own the Penn Mutual and know their 
financial independence in secure because i>f the Company^ unwavering policy of sound in\ estnicnt. Always 
at their dispos;il, too, in maintaining this independence^ are the knowledge of estate luiildiiig and experi- 
enceci counsel of thoroughly trained l*enn Mutual representatives. 

THE PEHN MUTUAL LIFE INSURANCE COMPANY 

WILLIAM H. KINC^SLKV. FDVNDFD !Mr JOHN A. STEVENSON. 

Chaiwiucm 0i the Bi^fd IXDEPEXDENTE SQl' ARK, PHIL ADELPHl \ PA Prftidrnt 
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You can get a 



BINDER 

for Your copies of 
Nation's Business 

for only $T 

A\ iiicxiM'fi*ti\f wii} hi hhnl )i»ur 
copies lit Nation's Bi siness. Thii^ 
liincler h strong, prartical aritl 
&tm[ilr Ih ufit\ Nil pumhirig or 
marring of the magazine is ne<'t»»- 
sary, A click and ttie rojiv is in. 
Any if^sut? ran he reniovcil i% ilh*Jtil 
client urhin^ tbr other ropieji. Ilohls 
twelve iii^uefi. 

Senrl your order ioffav to 

NATION S BUSINESS 

WASHINGTON, D.C. 
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1 r or qualification. 

i I to me." says an experienced 
Investor, '"that 1 had not only the au* 
ditor*a word that the inventories were 
correct, but an addttional aaff|;uard In 
\h* cc of rcffponftible officers that 

th r lea were there and in good 

All qualtficatiotifl are actually dis- 
claimers of the auditor*s reaponaibility 
for the correcttieas of the figures But 
they are usually expressed in soothing, 
disarm terms. The examiners who 
atuditf-d the account inir implicationa of 
the McKeason & Roljhina caae for the 
Attorney General of New York, report- 
ed: 

It la our opinion thai nothing short of 
clear, unequlvor 1 * , y fr^re 
of the balance ' he 

accountant hiui , !■ The 

accountant of hi.s moral, if not lep^al. re« 
sponi*ibility In thia regard. 

By such languaK<^ we do not mean 
qualinrationH such as "support ctl by cer- 
li neatest of responsible ofnciats" or the 
atatements obscured In the standard form 
of certificate, "wc did not make a de- 
tailed audit of the transactions" and 
**obtainod information and explanatlona 
from offlcerH and employees of the com- 
pany/* We believe, rather, that the bal- 
ance sheet should contain the statement, 
"Inventory hns not been verified" or "ac- 
counta receivable were nnt tested or 
verified by direct communication." 

There can be no iliapute that such 
<|nfilifieations. eiven sufllicient promi- 



ttot 
in • i 
favor 



The author, however, has seen 
many certificates which were hedged 
about with all mtrln of ambifruou^ quali- 
flcationB in an evident attempt to unxe 
the auditor from renponalhility arlAlng 
from hia certificate 

New form of certificate 

REALIZING the strong public feeling 
af^alnat the at ant lard form of certificate, 
the American Institute and the New 
York Society have worked out a new 
fonn which members are advised to um- 
I quote from the Instltute'a announce- 
ment : 

"The phrase 'obtained information 
and explanations from oflicera and em- 
ployees of the company* haa been 
omitted because it is inherent in all au- 
dit! ngr procedure." If, however, they are 
the only available sources of certain In- 
formation* "the auditor muat decide, in 
view of all the circumstances, whether 
he should rely upon such information 
without disclosure of the source.** 

The statement **but we did not make a 
detailed audit of the tranaactions" has 
also been omitted. **It is tielicved.** says 
the Infrtitutc, *'that the business and fi- 
nancial public now fully understands 
that, in a well organised concern, the fle- 
tection of irre^tarltles Is primarily a 



Property rights are human rights too! 



H. Donald Compbell, President 
The Chase National Bank 
of the City of New York 

*'Le+ us nof be led into error by 
the of+*reped+ed slogan, 'human 
nghfs before properly rights.' 
Property rights are human rights, 
buiit out of the sweat and toil of 
millions and millions of our peo^ 
pie who have labored all their 
lives that they and their families 
might live each year a better and 
a more abundant life. Let us re- 
member that no party, no group, 
no man, has any patent on an 
easy road to a land of plenty." 
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matter of mtemal procedure and that 
testing and sampfing^ to deterrnine 
whether such procedure is adequate is 
the uflual practice of the independent 
auditor. The negative statement dis- 
claiming a detailed audit may therefore 
well be omitted.** 

The announcement continues : 

Assuming that norma! procedures 
have been carried out^ it is considered 
to be neither necessary nor generally 
desirable to describe the details of the 
examination. 

It should be borne in mind that the 
financial statements, with all supple* 
mental descriptive and explanatory data 
including footnotes, are regarded as rep- 
reisentations of the client It is upon 
these representations that the independ- 
ent certified public accQuntant renders 
his opinion. If he considers explanation^} 
essential or desirable* and they have not 
been made in the financial statements, 
it will be necessary for him to make 
such explanations in a separate para- 
graph of the report. 

Any exceptions should be exprcased 
( learly and unequivocally, as to whether 
It affects the scope of the work* any 
particular item of the financial state- 
ments, the soundness of the company's 
procedure as reg^ards either the books or 
the financial statements, or the consist- 
ency of the accounting practices where 
Jack of consiBtency calls for exception. 

Public doesn^C understand 

THE profession has met the public 
criticism of weasel word qualifications 
by leaving them out of the certificate 
entirely. It has assumed that the busi- 
ness and financial public fully under- 
atsjids a lot of things which it simply 
doea not understand — and likely never 
.will, 

I refer to such technicalities as in- 
ternal checks and control, the scope of 
an audit, and the fact that much in for* 
mation is necessarily obtained from o&L* 
cers and employees. 

A lot is left to the discretion of the 
auditors* They decide what they shall do 
an audit and what explanations and 
iomment they shall make. The pubUc 
hoped that they would be Tcquind to do 
certain things — or to say definitely that 
they had not. 

Constructive steps are that veri^ca- 
tion of inventories and accounts receiv- 
able haa been made normal procedure 
nd that auiiitors are urged to express 
eir comments in plain, unambiguous 
language. 

Auditors do not claim that these 
an gen in procedure will with c»^rtainty 
IscLose collusive frauds. Only complete, 
letailed audita could do that and such 
udits are impracticahl* for large com- 
des. 

After all. the mere fact that a coni- 
any Ih regularly subjected to even rou- 
ne audits usually discourages raiflit by 
all hut the supremely self -confident des- 
perado who has acquired a gfx>d reputa- 
tion. 

But auilitors now approach a client's 
books in a spirit of suspicion. They "lis^ 
ten ' more carefully to accounts and. to 
fit themjtelves for the new rOW of blood- 
houndu which the public demands, are 
cuUivatmg their sensitivity to smrtU 
especially tMifi smells. 
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Group Insurance- 
thc lew Model 



Provides Protection 

To Employees in case of deaths sickness^ accident and 
relireinenl. 

To Employees* aocl their dependents in case of Ims- 
pitalis^atton and ^tirgical expense. 

Many employers are assisting their employees; to enjoy 
the benefits of a comprehensive group program which 

COSTS LITTLE but MEANS MICH 

in friendly cooperation 
Employprs^ inquiries are invitctl 

Inauranre fflom^jamj nf Atn^rira 

Home 0$ce. NEWARK, N. J. 



A Business Machine 




ISTKKKATIONAL BUSINESS MACHINES CORroRATION 
World Headqiiartm Building, 590 Madumn Avenup, New York, N. Y. 
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He Set a Trap for Lightning 



S'l\VLKINfi thundcrhtornis is ntjthing uniijiual tnr Karl 
Mi l achron. Hc*sdane it (or years— photographing light- 
ning bolts* traveling miles to study struck trees and buildings, 
enticing lightning to strike his equipment so that it will 
write a record of its voltage and power. He even has in his 
laboratory a machine to imitate it — a lo-millinn-volt 
lightning generator like the one seen in action last year 
by two and a half million visitors to the G-E building at 
the New York World's l^air* 

Dr. McKachron probably knows as much about lightning as 
anyone in the world. And at Pittsfield» Massachusetts, in 
the G-K High Voltage La bora tor y^ he and his associates 
are learning how to outwit this *'outlaw*' of nature — 
learning ways to keep it from interfering with your electric 
service. That^s one reason why a passing thunderstorm 
isn't the signal for a **black^out" in your home, as it used to 
be. Your lights may blink, but they seldom stay out. 

Karl McFachron is one of the hundreds ot men in General 
FJectric who are devoting their lives to making electricity 
more useful to you—are helping industry to improve its 
products and services, to sell them far less, and so make 
them available to more millions of people. These men are 
helping to raise the living standards of everyone by creating 
*'Mort^ Goods ior More People at Less Ccjst." 

G'E rt$€*irch ami tnginttrmg h^ve jiirW ihe puhlir from ten £^ mse hn mired 
del tars }^r every d^ilur they hat^e earned for Generat Electric 
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POTASH 

Plenty in American Mines and Brines 

The earLit^st colonists on the Atlantic seaboard 
set up tiny plants for leaching wood ashes. They 
boiled down the lye in open kettles* The residue 
was a white solid, used in making soap. They 
called that residue "potash/" because it was 
made to pots, from ashes • Today potash enters 
into our daily lives in a hundred ways. The term 
is now applied to cover most of the compounds 
of potassium ~a soft, light, silver-white metal 
of the alkali metal group. Immense quantities 
of potassium compounds, or potash, are used in 
the preparation of fcrtiiixers. Potash, too, en- 
ters into the varied products of a score of indus* 
tries, from soap and matches and medicines, to 
photographic supplies, textiles, explosives and 
glass • Commercial production of potash in 
America from wood ashes declined with the 
clearing of the land. Before our Civil War, 
potash salts had been found in German mines 
and brine wells, and that country became chief 
source of a chemical vital to modern agricul* 
ture and industry • The World War brought 
us a "potash famine," stimulated intensive search 
for adequate domestic supplies. Discovery and 
development of enormous potash deposits in 
the earth near Carlsbad, New Mexico, followed, 
supplemented by increasing production from 
the desert brine of Searles Lake. 



Over 50^^ of all American potash 
comes from the great mines near 
Carlsbad, New Mexico. Every imt 
prQtltittd thvrt'-^thotiSiimh 0/ car- 
lotiil^ iinUfiitUy — iriivds long fits- 
tauci'^ vtii S*tftiit I'e mils • Long 
privileged to lis si St in iiolving its 
transportation problems, the 
Santa Fe pays high tribute to the 
courage and vision of tho;^e, 
including the American Potash 
Instttuie, who have helped to de- 
velop this vital American industry. 



Santa Fe 
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Remington Rand ^ JL 

<^^Z7'^^ the FIRST.. .the ONLY 

COMPLETELY ELECTRIFIED 



HERE is electricity in the most advonced form ever 
oppiied to a bookkeeping machine . . . not merely 
to drive a mechonism, but as on operating force 
in its own righf — setting new records for speed 
and flexibility. This newest Remington Rand Book- 
keeping Machine, like its thousonds of predeces- 
sors todoy serving American mdustry from coast 
to coast, rs dedicoted to one brg [ob; to help cut 
your bookkeeping costs. Use this one machine for 
receivables, poyables^ stock record, bonk and trust 
accounting, payrofL It's the ideal machine for every 
accounting opplication? 



Here's what YOU stand to gam 
when you use this amazing new 

Remington 285 

keyi^ carriage, other operoHng featurei . 
higherdarly prodvclian with far lets, fatigue 

unifoi^mt ci'var records at iKe slightest 
louth of Ihe keys. 

2* Cdmpletfl nexibMi^y of regifters 
. . « givifig yay extra acci^mulatlonv 
or q.utck cbang« in capociTy vaifH- 
out rel^uilding or replocing machiine^- 

3« All regis.ten, vertical and croai- 
computing^ ec|yipped with direct lub'^ 
trocHon and viiible ot all timei , , . i 
ilont corrections ond on iiiilont oudit, 

4. Complete viitbillty of oil recorded in* 
formation. 

5. fully outomolic bslonce compuiing ond 
printing — - debit or credit, sub or full — 
eiti'trhiiiiy^ by lelenoidt , . . gives you 
greater speed, greoler flexibility on 
oil accounti<n<g opplicattoni^ 

Every branch office is now 
equipped to show you this 
amazmg combination of elec- 
tricity ond mechonics. Don't buy 
any bookkeeping machine until 
you've seen the Remington 285. 
Phone for your demonstrotion fodoy \ 



BOOKKEEPING MACHINE 
with Automatic Balances! 



The NVmACU of HtCTRlClH ■ _ 
„o. foMhc MRS. t-e oppl-ei 



Remington Rand Inc 

BUFFALO • NEW YORK 
In Conodai 199 i«y Str««t, Toronto 



RRE • MARINE CASUALTY- SURETY 



INSURANCE 







Orgjnbtd 




1855 


84 


1853 


86 


1866 


73 


1870 


69 


1852 


87 


1874 


65 


1909 


30 



Firemen's Insurance Company of Newark, N. J. 
The Cirard Fire & Marine Insurance Company 
Notional-Ben Franklin Fire Insurance Company 
The Concordia Fire Insurance Co. of Milwaukee 
Milwaukee Mechanics' Insurance Company 
The Metropolitan Casualty Ins. Co. of N, Y, 
Commercial Casualty Insurance Company 



Poficyholdtrt* Surplus 

$17,877,070. 
2,525,770. 
2,379,270. 
2,772,903. 
6,192,849. 
2,682,233. 
2,323,077. 



UNDERWRITERS DEPARTMENTS 
Pittsburgh Underwriters " Firemen's Underwriters • Keystone Underwriters 



• 


SERVICE OFFICES 




— NATIONWIDE CONVENIENCE 


FOR ALLi — 


Aberdeen, S. Dak. 


Harrisburg, Pa. 


Pittsburgh, Pa. 


Albany, N. Y. 


Hartford, Conn. 


Portland, Me, 


A+lanta, Ga, 


[fid»anapotis, Ind. 


Portland, Oreg, 


Baltimore. Md. 


Kansas City, Mo. 


Providence, R. 1. 


Birmingham, Ala- 


Little Roclc. Ark. 


Richmond, Va. 


Boston, Mass. 


Los Angeles, Calif* 


Rochester, N. Y. 


Bridgeport, Conn. 


Louisville, Ky. 


Salt Lake City, Utah 


Buffalo, N, Y. 


Milwaukee, Wis. 


San Diego, Calif. 


Charlestoit, W. Va 


Minneapolis, Minn. 


Seattle, Wash. 


Cleveland, Ohio 


Montreal, Que. 


Spokane^ Wash. 


Columbia* S, C. 


Nashville, Tenn. 


SpringfieU, III, 


Columbus, Ohio 


Newark, N, J. 


Springfield, Mass. 


Denver, Colo. 


New Orleans, La, 


St» Louis, Mo. 


Des Moines, Iowa 


New York, N. Y. 


Topeka, Kans. 


Detroit, Mich. 


Oakland, Calif. 


Trenton, N. J. 


Fargo, Dak 


Oklahoma Cjty, Okla. 


Vancouver, B. C. 


Fremont, Nebr. 


Orlando, Fla, 


Washington, D. C, 


Great Falls, Mont, 


Philadelphia, Pa. 


Winnipeg, Manit, 


Greensboro, N. C, 


PhoeniK^ Aril. 


Worcester, Mass, 



WESTERN DEPARTMENT 
844 Rush Street 

CANADIAN DEPARTMENTS 
461 Bay St., Toron+o, Ofitdno 
404 West Haifif^gs St.. Vancogver, B. C, 



HOME OFFICE 
10 Park Place 
Newark, New Jersey 




FOREIGN DEPARTMENT 

I I I John St. 
New Yort, New York 



PACIFIC DEPARTMENT 

220 Buih Street 
S^rv Franc ivco, Calif, 

SOUTHWESTERN DEPARTMENT 
912 Commerce Street 
Dalldij Teioi 




Wafth fhB change to Chesferfiefd 
say% DONNA DAE 
CHESTERFIELD S JANUARY GIRL 

ttarrtfig with 
FRiD WARING S PEIMNSVLVANIANS 



FORECASTING MORE SMOKING PLEASURE FOR 1940 



pynghr l'/ H> I ittL-i n A; Myi K> T<.HtA( t u ( o 



Change to Chesterfields ami you'll gel 
Mhal you want reaf mildness and better taste. 
You can't buy a better cigarette. 



